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INTRODUCTION 


Very few people understand the manner in which our 
money is issued and who profits therefrom. The difficulty 
is not in the subject itself, but in the deliberate deception 
by those who have enriched themselves at the expense of 
every man, woman, and child in the U.S.! 


For 55 years, the Federal Reserve System has con- 
trolled the issuance and the volume of our money, provid- 
ing the ideal opportunity for scheming capitalists including 
well-paid agents to skim off the cream of our national 
productive effort for their own enrichment. 


This has occurred because the Federal Reserve System 
is actually a privately owned fractional reserve central bank 
of money issue, organized for private profit, and independ- 
ent of our government. 


H. S. Kenan, a lifelong student of this subject and a 
research scholar, has written a commendable book, reduc- 
ing the complicated, technical subject of economics and 
fiscal policies to simple terms and providing background 
and interpretation so that the reader can grasp what is 
going on. 
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In the 18th century, the goldsmiths of Europe set the 
pattern for fractional reserve banking, which developed 
into the privately owned central bank system. Its further 
flowering embraced the most important aspect of power 
control—to issue money. 


Meyer Amschel Rothschild, who founded a great bank- 
ing complex, declared, “Give me control over a nation’s 
economy, and I care not who makes its laws.” Nothing 
could be more simple, accurate—and ominous! 


Under Article I, Section 8 of the Constitution, Congress 
alone has the power “To coin Money, (and) regulate the 
value thereof... .” But what has happened in practice? 


Starting in 1912 with the election of Woodrow Wilson, 
the stage was set for one of the greatest money power 
grabs in history—destined to erode the power of our gov- 
ernment to regulate the value and supply of money and 
place it under the control of a select group of international 
money managers. 


The following year the Federal Reserve Act was passed. 
Here you will learn, probably for the first time, names and 
other details of those involved in this infamous act, car- 
ried through the halls of Congress by the money-manager 
hirelings of Wilson, Carter Glass, and others. _ 


Early in 1933 the next development occurred. Planners 
in New York City set the stage, through the newly elected 
President, Franklin D. Roosevelt, to begin to siphon out 
of this country our reserves of gold and silver, with the aid 
of Federal Reserve Board members and others ensconced 
in high level stations in the New Deal and abroad. 


Today the nation faces a severe money crisis. Our gold 
and silver reserves are perilously low and are rapidly dis- 
appearing. Alert voices throughout the country have been 
urging Congress to buy back the capital stock of the Fed- 
eral Reserve System, thus saving billions squandered in 
unnecessary interest for the privilege of issuing our own 
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money by the privately owned Federal Reserve Bank. Our 
annual interest bill to that institution is an appalling $13 
billion. 


Naturally the Federal Reserve System is not eager to 
give up its preferred position, and could not be expected 
to do so without a knockdown fight. It will claim that 
should Congress issue our money debt free, we would then 
have unlimited fiat money. This argument is merely a 
smoke screen to protect the Bank from being deprived 
of its great annual profit at the expense of the American 
people. 


Since the Federal Reserve has a Board to supervise the 
issuance of our money, it follows that the President and the 
Congress could readily set up a responsible, nonpartisan 
board, on the highest level, to function for us all. 


Today our Western civilization is controlled by privately 
owned fractional reserve central banks of money issue. 
The Fabian Socialists and one-world revolutionaries are 
driving toward complete control of the world’s long-range 
monetary policy and principal world markets for their own 
profit. They foment foreign wars to aid this objective. 


Congress should reacquire its constitutional function of 
issuing money. The time is short! 


Study this important book and familiarize yourself with 
this vital subject. Distribute copies to friends and relatives. 
Urge your congressmen to support legislation to accom- 
plish the much-needed changes stressed in this volume. 

The country—and the money—you save WILL be your 
own. 

CurTis B. DALL 
Philadelphia, Pa. 
April, 1968 


FOREWORD 


The Federal Reserve Bank should be required reading 
for all Americans who wish to preserve the principles 
upon which this nation was founded and to halt its con- 
version to a socialistic state. 


H. S. Kenan draws on a lifetime of research to present 
an easily understood picture of the forces at work whose 
intentions are to bring about the collapse of this nation 
and the bondage of its citizens. 


He exposes, in a “no holds barred” fashion, the persons 
responsible for the centralization of this nation’s credit 
in the hands of the state, the unlimited power they wield 
over the economy of our nation and what an enlightened 
citizenry can do to stop the spread of this giant swindle. 


If this nation is to survive, it is to men like Mr. Kenan, 
who dare to speak the truth, that we shall be forever in- 
debted. 


As you turn the last page of this book, I am sure you 
will agree with me when I say, “The abolishment of the 
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Federal Reserve System will surely signal the beginning of 
the end for creeping socialism in the United States.” 


SENATOR DENNIS P. O’GRADY 
The Capitol Building 
Tallahassee, Fla. 

May 25, 1967 
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Abraham Lincoln, after the passage of the National 
Banking Act of 1863, and shortly before his assassination, 
said: “I see in the near future a crisis approaching that 
unnerves me and causes me to tremble for the safety of 
my country; corporations have been enthroned, an era of 
corruption in High Places will follow, and the Money 
Power of the Country will endeavor to prolong its reign 
by working upon the prejudices of the People, until the 
wealth is aggregated in a few hands, and the Republic 
destroyed.” 


HIS PROPHECY HAS BEEN ALL BUT FULFILLED. 


* x * X p 


This book penetrates deep into the root causes of world 
unrest and exposes the powerful interlocking forces of 
finance that rule unchallenged over the nations of the 
world. These international bankers will stop at nothing to 
satisfy their greed. They print money at no cost to lend to 
your government for interest-bearing bonds. This money 
power in their hands enabled them to create two world 
wars, two depressions, and bring on the present world 
crisis leading to the death of our Constitution and the end 
of our liberties. Their purpose is to carry out their nearly 
fulfilled world dictatorship plan. 


AUTHOR’S PREFACE 


Most people, when asked about money, will say that all 
they know about money is that they don’t have enough. 
This is unfortunate. Money is a manufactured item. The 
amount of money available to the economy is determined 
by the manufacturers. And this amount—usually called 
the money supply—is one of the two or three most im- 
portant influences determining business activity, incomes, 
prices, and economic growth. 


Under the Constitution, it is the right and duty of Con- 
gress to create money. It is left entirely to Congress. 


Congress has farmed out this power—has let it out to 
the banking system, composed of the Federal Reserve and 
the commercial banks. Only these two can manufacture 
money, i. e., currency and demand deposits (checkbook 
money) which are instantly available to make purchases 
and pay bills. (Exactly how this system creates money will 
be explained in the body of this book.) None of the other 
financial institutions of any nature has this power to manu- 
facture money. 


The manufacturers of money possess immense power 
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which, if properly used, can work in the public interest. 
But the same power, if abused, can be greatly detrimental 
to national welfare. The power has been abused, and re- 
forms are needed to promote the public interest. 


The ability to manufacture money is the heart of the 
commercial banking system. Bank profits depend on the 
lending and investing of bank created money. Banks are 
given this privilege, of creating the very money they profit 
from, because they have an important economic function 
to perform. Banks provide the money which the economy 
needs to prosper and grow. This money is not unlimited. 
The banking system can create only so much money at 
any time. (Who decides how much money can be created 
and how the decision is made effective is another subject 
dealt with in the body of this book.) Since money is lim- 
ited, someone must decide where the best places are to put 
the available money and under what conditions. This the 
banking system does. Bank earnings are the return for the 
wise and proper placing of our money supply. 


Individual banks are chartered primarily for the pur- 
pose of serving the areas in which they operate. The public 
interest is served if the bank creates money to satisfy the 
needs of its area, as far as possible, and help the progress 
of the community. 


For some time now, the banks have been forgetting their 
primary purpose. They have become less and less inter- 
ested in extending credit to the local businessman or 
farmer, especially if he is small. They have been reaching 
out and using their money-creating power to purchase 
long-term U. S. Government and tax-free municipal bonds. 
The government, with its credit rating, doesn’t need their 
money; their local areas do. But purchasing government 
and municipal bonds is profitable and requires almost no 
time or paperwork. 


Bankers, like other people, can forget their duties and 
look at their activity purely from their own, narrow view- 
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point—the level of bank earnings. When they do, their 
obligation to help the people of their area with expanded 
credit is shunted aside; they are no longer operating in the 
public interest. 


Originally, there was a residence qualification for bank 
directors. They were required to reside within the same 
limited area where the bank was to operate. The purpose 
of this requirement was to assure bank operation by local 
people who had the interest of the area at heart. State 
laws also required that bank directors live nearby. 


These laws have changed in recent years. Now only a 
certain number of directors must live in the locality. The 
others, in some cases, can live outside the state. In other 
cases, they are not bound by any residence requirements. 
Still other laws have been altered. Holding companies are 
now permitted, whose directors may live in another city 
or state, and who maintain control through local dummy 
directors. The local bank is then actually operated by ab- 
sentee owners. 


This, too, is a serious matter and requires careful atten- 
tion. The independent bank, locally owned and operated, 
is a bulwark of strength in our country. Its disappearance 
is an abuse and should be stopped. If the present trend 
continues, the commercial banking system in the near fu- 
ture will be owned largely by absentee owners and a 
handful of financial centers. 


The questions at issue do not include whether banks 
should be permitted to make ample profits from their 
money manufacturing franchise. Of course they should. 
Commercial banks are an important part of our economy. 
They have served our country well both in peace and war. 
The required reforms are called for only to assure that 
banks serve the public interest while earning their profits. 
The country needs banks and an efficient banking system. 
And banks must have fair profits to do an adequate job. 
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The Federal Reserve System, consisting of 12 regional 
Federal Reserve banks and the Federal Reserve Board in 
Washington, is the control organization guiding the money 
manufacturing process—as will be explained later. The 
System was created by Congress and is a creature of that 
body. 


As the ultimate controller of the money supply, the Fed- 
eral Reserve has immense power. It is widely admitted 
that its influence on the level of business activity is sig- 
nificant. In fact, an important group of economists believe 
that the money supply is the main factor causing the ups 
and downs of the economy. 


Although a creature of Congress, the Federal Reserve 
is, in practice, independent of that body in its policy- 
making. The same holds true with respect to the executive 
branch. The Federal Reserve neither requires nor seeks the 
approval of any branch of government for its policies. The 
System itself decides what ends its policies are aimed at 
and then takes whatever actions it sees fit to reach those 
ends. 


This independent arrangement raises two major prob- 
lems. First, in a democracy the responsibility for the gov- 
ernment’s economic policies, which so affect the economy, 
normally rests with the elected representatives of the peo- 
ple: in our case, with the President and the Congress. If 
these two follow economic policies inimical to the general 
welfare, they are accountable to the people for their ac- 
tions on election day. With Federal Reserve independence, 
however, a body of men exist who control one of the most 
powerful levers moving the economy and who are respon- 
sible to no one. If the Federal Reserve pursues a policy 
which Congress or the President believes not to be in the 
public interest, there is nothing Congress can do to reverse 
the policy. Nor is there anything the people can do. Such 
bastions of unaccountable power are undemocratic. The 
Federal Reserve System must be reformed, so that it is 
answerable to the elected representatives of the people. 
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Second, by tolerating an “independent” Federal Reserve, 
the country is in the position of having two control centers 
independently trying to guide the economy. The President 
and the Congress dispose of a major influence over the 
economy in their power to tax and spend—their fiscal 
power. The Federal Reserve is the overlord of the money 
supply. If these two are not steering in the same direction, 
they can either neutralize each other or have the economy 
lurching in all directions. This is not a rational system for 
setting economic policy. It has given us trouble in the 
past, as the text will establish, and will inevitably in the 
future. 


But even more important than the problem of coordina- 
tion is that of final control. When the “independent” Fed- 
eral Reserve clashes with the President and the Congress, 
whose will prevails? Under the present regulations for 
appointment and tenure on the Federal Reserve Board, 
there is no pat answer. For all his power and responsi- 
bility for the welfare of the country, the President is not 
master, even with the approval of Congress, of the coun- 
try’s economic policy. 


Bad as “independence” is, the main fault of the Federal 
Reserve System—an admirable system if conducted in the 
public interest—is that too much power and control rests 
in the hands of people whose private interests are directly 
affected by the Federal Reserve’s actions. 


It is indisputable that the commercial banking commu- 
nity wields considerable power within the Federal Reserve. 
Each of the 12 regional Federal Reserve banks is operated 
by nine directors—six of them selected directly by the pri- 
vately owned commercial banks. Further, the central de- 
cision-making body, which decides whether the System 
will press the accelerator or the brake, is the Federal Open 
Market Committee. (The Committee and its works are 
thoroughly discussed in the main text.) The Committee has 
12 members. Seven are so-called public members—the 
members of the Federal Reserve Board—who are ap- 
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pointed by the President and ratified by the Senate. They 
represent the public interest. The other five members are 
drawn from the presidents of the 12 regional banks. Each 
bank elects its own president by a vote of the nine-man 
board of directors, with six private bank-selected directors 
on it. 


This is not all. When the Open Market Committee meets 
every three weeks in Washington, all 12 regional bank 
presidents participate in the discussion, though only five 
can vote. The “discussion” committee then consists of the 
12 regional presidents and the seven “public interest” board 
members. The 12 presidents, of course, are free to per- 
suade as they see fit. 


In addition, the Federal Reserve Board confers periodi- 
cally with a Federal Advisory Council that both advises 
and consults on business conditions. The board of direc- 
tors of each regional bank selects one member of the 
council, and he is usually a banker—representing the 
bankers of his district. 


Here, then, is the private banker influence. What does 
this mean? It means simply that the private banking in- 
terests are intimately if not decisively involved in deter- 
mining the nation’s money supply and, consequently, the 
general level of interest rates. And interest rates are the 
very prices bankers charge for the use of their product— 
money. It means that decisions absolutely crucial to the 
public interest are arrived at by a body riddled with private 
interests, and these interests can easily conflict. 


When the original Federal Reserve Act was being shaped 
in 1913, President Woodrow Wilson was aware of this con- 
flict of interest. He refused to allow private bankers on 
any board that would have the power to fix interest rates 
or determine the money supply. When some prominent 
New York bankers asked for representation on the pro- 
posed Federal Reserve Board, Mr. Wilson asked, “Which 
one of you gentlemen would have me select presidents of 
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railroads to be on the Interstate Commerce Commission 
to fix passenger rates and freight rates?” 


But institutions evolve. By 1934 and 1935, with Con- 
gress totally preoccupied by the cares of the great depres- 
sion, new laws were passed essentially setting up the Fed- 
eral Reserve System as it is today: a powerful central bank, 
as opposed to a conglomeration of regional banks, with a 
strong private banking voice on the decision-making Open 
Market Committee. 


The Open Market Committee, as presently established, 
is plainly not in the public interest. This committee must 
be operated by purely public servants, representatives of 
the people as a whole and not any single interest group. 
The Open Market Committee should be abolished. 


It may seem strange, but Congress has never developed 
a set of goals for guiding Federal Reserve policy. In found- 
ing the System, Congress spoke about the country’s need 
for an “elastic currency.” Since then, Congress has passed 
the Full Employment Act, declaring its general intention 
to promote “maximum employment, production, and pur- 
chasing power.” But it has never directly counseled the 
Federal Reserve System. 


The Federal Reserve has filled the vacuum itself. The 
ends its policies are intended to achieve are those chosen 
by the Federal Reserve—all certainly admirable, but not 
necessarily those which the Federal Reserve should take on 
itself to pursue. For example, there have been times when 
the Federal Reserve has restricted the money supply and 
raised interest rates to gain an end, which had much better 
been left to another government agency or the Congress 
to attain. The country could have had lower interest rates 
without sacrificing anything else. 


Congress must be more explicit. Guidelines for mone- 
tary policy should be laid down. And an annual review of 
the Federal Reserve’s policies should be held by the Sen- 
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ate and House Banking and Currency Committees. Re- 
ports should be filed and recommendations made, if any. 


These criticisms and suggested reforms of the commer- 
cial banking and Federal Reserve Systems are offered for 
one purpose: to assure that the needs of the people and 
their government are served to the fullest possible extent. 
The commercial banking system has a clear-cut responsi- 
bility to its local area that it must fulfill. The Federal Re- 
serve System can have only one consideration: the public 
interest. The nation’s monetary system cannot be governed 
by or for the private interest of any one group. 


There is no room in these criticisms for anything that 
smacks of unsound money. Neither inflation nor deflation 
is wanted. What is wanted is prosperity and high employ- 
ment under the terms of the Full Employment Act. Our 
banking system, possessing the great monetary power of 
the United States, must serve that end. 


17 


CHAPTER I 


INTERNATIONAL VULTURES 


If the average man were asked to list the ten most pow- 
erful groups of men in the world, the chances are that 
he would fail to mention one particular group with enor- 
mous power right here in this country. If the polling were 
continued, and the next question were to name the market 
where most claims to wealth are traded, the answer would 
again be faulty: It is neither the New York Stock Ex- 
change nor the Chicago Wheat Exchange nor the other 
obvious markets. In fact, the pollster would probably 
retire on old-age pension before he received the correct 
answers, so few are the people who know. 


Further questions, about what the Federal Open Market 
Committee is, or the so-called open market for govern- 
ment securities, would still leave the pollster searching in 
vain. Few know about the Federal Open Market Com- 
mittee or the open market, and very few people have ever 
heard of it. 


If by power we mean power over our economic lives, 
one of the most powerful groups of men in the world is 
exactly that unknown group, the Federal Open Market 
Committee. In many ways their power is equal to that of 
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the President in deciding how the world’s greatest economic 
machine will operate. That is power enough to rank high 
on any list. Yet this group operates with such little pub- 
licity that its existence is virtually unknown except to those 
few—the major bankers, giant financial houses, and trained 
economists—whose professional interests have provided 
them with knowledge about this sweepingly powerful arm 
of the government. 


There are 19 participants in this powerful body, seven 
appointed by the President of the United States and con- 
firmed by the Senate. Once appointed, however, a man 
serves for a period of 14 years, and cannot be removed 
by the President or by any other official, except for cause. 
A 14-year term means that only the President succeeding 
the one who appointed the member can possibly replace 
him. Because the terms are staggered so that one new 
member is appointed every two years, a President can just 
barely hope to appoint a majority of the seven if he serves 
two full terms allowed by the Constitution. These seven 
men are the members of the Board of Governors of the 
Federal Reserve System. 


The other 12 men in this select group are elected to 
their places through the votes of private commercial bank- 
ers. Specifically, they are the presidents of the 12 Federal 
Reserve banks, elected to their posts indirectly by bankers 
from banks which are members of the Federal Reserve 
System. 


The Open Market Committee’s authority over the na- 
tion’s economic life and its influence over the nation’s po- 
sition in world affairs lies in its power to determine this 
nation’s credit policies. Determining credit policies means 
determining the nation’s supply of money and credit, and 
therefore, the general level of interest rates, among other 
things. 


On December 23, 1913, a privately owned Federal Re- 
serve Corporation of international bankers, mostly foreign- 
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ers, was fraudulently, unconstitutionally, and surreptitiously 
foisted upon the American people by a small remnant of 
traitors or dupes in the Congress of the United States, 
after the great majority of loyal Congressmen had gone 
back home for Christmas. 


This treason against the United States is the most colos- 
sal, fantastic, unbelievable fraud ever perpetrated upon a 
civilized nation. Under this Federal Reserve System, $36 
billion in gold was stolen from the country in 1933 under 
President Roosevelt. The same private bankers made off 
with nearly $4 billion in silver under President Kennedy 
in 1963. Since the unconstitutional beginning, in 1913, of 
this arch-swindle, the Federal Reserve System has forced 
the greatest nation in history to suffer the absurd indig- 
nity of applying to individuals to maintain its credit. 


CHAPTER II 


WHAT IS MONEY? 


The question “What is Money?” can be answered briefly: 
Money is anything that people will accept in exchange for 
goods or services in the belief that they may in turn ex- 
change it now or later for other goods or services. 


It is interesting to note that small purchases were fre- 
quently made by counting out loose shells. This may be 
why people even today say they are “shelling out” money. 


Nevertheless, since the colonists did not trade with In- 
dians only, they also used the coins of England, Spain, and 
France, both for trading among themselves and trading 
with foreign nations. As trade with Europe increased, these 
coins became their principal form of money circulating 
throughout the colonies as if they were locally minted. 


In addition, most of the colonies began to create their 
own systems of money by minting coins, usually of gold or 
silver. Some of the colonies also issued paper money 
notes, supposed to be “good” for gold or silver coins. This 
meant that the colonists presumed that their treasuries had 
in their possession a dollar’s worth of gold or silver to 
cover each dollar of paper money. Frequently, however, 
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this was mere “wishful thinking” on the part of the colo- 
nists. 


During the reign of George II, his government forbade 
the colonies to mint coins—or to issue any other kind of 
money. This policy, together with the fact that most of the 
foreign coinage the colonists had been using was eventually 
drawn away to help England finance the Napoleonic wars, 
ultimately created a severe shortage of coined or printed 
money in the colonies. Some historians claim that the 
colonists’ resentment against this policy was one of the 
major reasons they finally issued their Declaration of In- 
dependence from England. 


Thus, despite the fact that the colonists had been using 
various foreign coins, and despite the fact that they also 
had been minting their own coins, these forms of money 
became generally scarce throughout the colonial period. 
In response to this shortage during the colonial period, 
and even later, the colonists began to use other, less fa- 
miliar, commodities as money: nails, beaver and coon 
skins, whiskey, musket balls and flints, tobacco, corn, 
codfish, rice, timber, tar, or cattle. 


For example, early in their history the colonists of Vir- 
ginia, Maryland, and North Carolina adopted tobacco as 
their money standard and made it legal tender. When 
plantation owners harvested their tobacco and placed it in 
the warehouse to await sale, the warehouse operators issued 
the owners paper receipts for the tobacco. When the own- 
ers made these receipts transferable, they circulated as a 
principal currency throughout these states. In fact, some 
of the American people were still using such warehouse 
receipts to a small extent almost up to the year 1900, long 
after most Americans had become accustomed to using 
the lawful money, such as we use today. 


The use of tobacco as a basis of money illustrates the 
difficulties a society faces when it tries to make any com- 
modity—gold or anything else—the basis of its money. 
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When warehouse receipts for tobacco was the principal 
money in several of the early colonies, tobacco production 
was an important economic activity in these colonies. On 
the whole, tobacco money, though crude, did serve with 
reasonable efficiency considering the nature of the times. 


But, as might be expected, what happened was that 
tobacco prices, which were determined in the markets in 
Europe, changed widely from season to season and year 
to year. This meant that the value of tobacco money 
changed relative to other commodities. Where long-term 
debts were contracted in terms of payment in tobacco 
money, neither the creditors nor the debtors could be sure 
what the value of the money would be when the debts were 
paid. These troubles, which inevitably increased as the 
economies of the colonies grew more diverse and compli- 
cated, led to efforts on the part of the state legislators 
first to fix the price of tobacco in terms of European 
money, then to fix the price of other commodities in rela- 
tion to the tobacco. 


With the Declaration of Independence, the colonists re- 
pudiated the rule of England, and with it, the right of King 
George and his government to regulate their coining or 
printing of money. To help finance the War of Independ- 
ence, they permitted the Continental Congress to print 
and issue great quantities of paper money. But as the 
Revolutionary War went on, American trade with Europe 
was interrupted, creating a widespread shortage of almost 
all kinds of goods. Since the Congress continued issuing 
more and more “Continental. dollars,” this paper money 
rapidly came to be worth less and less. By the end of the 
war, “Continentals” were so worthless that Americans be- 
gan using an expression we still hear today. When people 
now say that something is not “worth a continental,” they 
mean exactly what the ex-colonists meant: that something 
has no value in itselfi—and that there is nothing behind 
it to give it value, even as a symbol. 
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The “Continental” became worthless, however, not only 
because there were shortages of commodities, but also be- 
cause it was easy to counterfeit, and the British did ex- 
actly that. Further, the Continental Congress actually had 
neither the power to declare what could be used to pay 
debts, nor the power to tax. Both of these powers remained 
with the individual states, until the Constitution was 
adopted. And the states refused to make good the Con- 
tinental money. 


With independence from England established, with the 
creation of the United States of America as a nation un- 
der its own sovereign rule, and with the adoption of the 
Constitution as the law of the land, the American people 
were free also to create their own money system. They 
could now coin or print money as they saw fit—that is, 
they could permit their government to do it for them. But 
even after the new government coined metals and printed 
paper money currency, to some extent Americans con- 
tinued to use other things as money, even though they 
were not lawful tender. The use of tobacco receipts and 
other kinds of money died out only gradually. 


But the government was not the only printer of money. 
During the 19th century two other organizations were given 
the right to print money: state banks and then national 
banks. 


Before Abraham Lincoln’s administration, the private 
commercial banks were permitted to issue paper money, 
today called state bank notes. This meant that any private 
company that could obtain a charter to engage in the 
banking business from any one of the states could also 
print and issue currency, or notes, against the bank. And 
this was a time when most states followed the “free” bank- 
ing principle; almost any group which desired to do so 
could open a bank, and issue notes. The terms and con- 
ditions under which these banks issued such notes, as well 
as the basis upon which they began to do business, de- 
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pended only upon the requirements of the state where the 
bank was chartered and the notes issued. Often the states 
had few or no formal requirements to start a bank. Since 
the value of the notes of any state bank depended upon 
the reputation of the bank itself, and the reputation of a 
bank usually was not known outside the locality where it 
did business many “frontier” or “wildcat” banks issued 
paper money with little or no value. 


The state bank notes disappeared shortly after the gov- 
ernment passed the National Bank Act of 1863. This act, 
passed at the request of President Lincoln, provided for a 
system of private banks which were to receive their char- 
ters from the federal government and operate under fed- 
eral government regulations. The federal government au- 
thorized the new national banks to issue National Bank 
Notes, also under prescribed rules and regulations. In ad- 
dition, in 1865 the government imposed a 10 per cent tax 
on notes issued by state banks which, for all practical pur- 
poses, made it impossible for them to issue notes any 
longer. At that time, President Lincoln said: “Money is 
the creature of law, and the creation of the original issue 
of money should be maintained as an exclusive monopoly 
of the National Government. The privilege of creating and 
issuing money is not only the supreme prerogative of the 
Government, it is the Government’s greatest opportunity.” 


The federal government intervened in the printing of 
currency by private banks because this had begun to cause 
the nation a great deal of trouble. The United States was 
rapidly becoming industrialized; trade, once largely local, 
was growing nationwide in scope. Before the National 
Bank Act, there was no reliable money with a uniform 
value in every section of the country. Obviously, the un- 
reliability of the money supply and its lack of uniformity 
were serious obstacles in nationwide trade. Moreover, the 
nation was being transformed into a “money economy.” 
This means that even then Americans were moving into 
specialized occupations, in contrast to earlier times when 
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most people lived on farms, and each family produced at 
home much of what it needed. In a more complex and 
diversified economy, people gradually began to realize that 
it would be an advantage to have the federal government 
to provide a regulated national system supplying a reliable 
money to finance the increasing production and trade, in 
place of the state banks with their separate and unrelated 
note issues. 


When Woodrow Wilson set up the Federal Reserve Sys- 
tem in 1913, the government withdrew the national banks’ 
privilege of issuing banknote currency. A relatively small 
amount (about $37 million) of these notes is still out- 
standing, however. People have either buried them away 
in private holdings, lost, or destroyed them. The U. S. 
Treasury will redeem them when they are turned in at 
the banks. 


Today, the American people use coins, currency (paper 
money), and commercial bank demand deposits (check- 
book money). 


The reason is that with a checkbook—and some money 
in an account, of course—anyone can make purchases, pay 
bills, or instantaneously procure any of the other forms of 
money—currency and coins. In other words, it is possible 
to do almost everything with a check that can be done 
with currency and coins. Not everything, however. People 
do not offer bus drivers checks when they want change. 
Only coin and paper money will do. Checks are not freely 
convertible everywhere into paper money and coins— 
cashing a check is a problem away from the bank which 
holds the deposit. But a checking account is so very close 
to the other two forms of money—trepresenting purchas- 
ing power which is immediately available—that students 
of monetary affairs find it most convenient to include 
commercial bank demand deposits in the meaning of 
money. Savings deposits at commercial banks—technically, 
“time” deposits—are not included. The purchasing power 
in a savings account cannot be transferred by check. 
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At the time the Constitution was adopted, bank checks 
were almost unknown. In 1850, about half of the nation’s 
money was in the form of bank deposits. Today, about 80 
per cent of all money is in the form of commercial bank 
deposits. 


Legal tender is any form of money which the U. S. Gov- 
ernment declares to be legal tender; that is, good for pay- 
ment of taxes and both public and private debts. 


Our money is valuable, primarily, because people will 
accept it in exchange for goods and services, as mentioned 
earlier in the chapter. But why will people accept it? And 
why don’t they accept Confederate notes or German marks 
as well? The answer is the legal status of the dollar. As 
legal tender, the dollar can be used to pay taxes—it’s 
advisable not to use marks. And debtors can discharge 
their debts by paying dollars. This is what a court will 
order debtors to do if they are sued for nonpayment. This 
makes the dollar valuable to creditors because debtors, 
wishing to acquire dollars to pay debts, will exchange 
valuable commodities or services for it. 


Today, the U. S. Government mints pennies, nickels, 
dimes, quarters, and half dollars. The pennies or “cop- 
pers,” of course, are made of copper. The other coins 
are made of alloys of metal, the most valuable of which 
is silver, and the actual metals in the coins are not worth 
as much as the coins themselves. 


Before 1934, the Treasury minted and issued gold coins; 
it no longer does. The government enacted a law in 1934 
prohibiting the use of gold coins as money, and calling in 
all gold coins issued before that time, except for the few 
people have been allowed to keep as souvenirs. 


In the United States, only the federal government may 
mint and issue coins. Specifically, the U. S. Treasury is 
the single institution that does so. The Treasury, however, 
issues coins through the Federal Reserve banks. 
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Currency is the paper money, $1 bills, $5 bills, $10 
bills, and higher denominations. Americans use several dif- 
ferent forms of currency today, although few of us notice 
any difference between them, and in practice, all forms of 
currency have the same value. At the end of February, 
1964, the amounts of each kind of currency, “paper 
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money,” in circulation were as follows: 
Federal Reserve Notes +i- 931, 107000090 
Silver Certificates and 
Treasury. Notes of 1890... a: 1,718,000,000 
UGE ae 0) oe a a ee 312,000,000 
Federal Reserve Bank Notes _—__ 75,000,000 
Danona bank, Notes... - .. 2 37,000,000 
Total Od a. §335249 000 IeeG 


The government no longer issues Federal Reserve Bank 
Notes and National Bank Notes. 


The reader’s attention is called to the Silver Certificates 
and U. S. Notes amounting to $2,030,000,000. This money 
belongs to the U. S. Government and the people; there- 
fore, we pay no interest on this money. 


The writer has a letter from the Secretary of the Treas- 
ury stating that 5% interest on these Silver Certificates 
and U. S. Notes, compounded from the time of issue, as of 
January 1, 1964, would amount to $49 billion. The Fed- 
eral Reserve has recently been replacing these Silver Cer- 
tificates with Federal Reserve IOU’s. They have to have 
the interest, you know. 


President Johnson recently requested Congress to in- 
crease the national debt limit another $9 billion, which 
was granted. The interest on this amount for the first year 
will be $360 million, then increase every year. Congress 
could have authorized this money to be printed, backed by 
either silver or U. S. Notes, thereby saving the interest. 


Most people do not realize what an astronomical sum 
$1 billion is. As an illustration, let’s assume you gave your 
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wife $1 billion and told her not to come home until she 
had spent it all. If she spent $1,000 per day, you would 
not see her again for 2,776 years. 


Here’s another way to understand a billion dollars: If 
each soldier carried a 50-pound pack of dollar bills, it 
would take 42,500 men to carry a billion dollars. 


We are now paying nearly $1%4 billion per month in- 
terest on the national debt. Alarming, isn’t it? 


CHAPTER III 


HOW IS MONEY CREATED? 


Where does money come from? This is a question few 
of us ever think about. Not having thought about the mat- 
ter, most people tend to assume that money has always 
been here and that some law of nature guarantees a fixed 
and unchanging supply of it. In any case, it seems that 
the less people know about money, the more strongly they 
feel that the whole subject should be left alone. When any 
public figure suggests that the money system should be 
improved in some respect, or perhaps that there should 
be more or less money, many people react as though he 
were proposing to meddle with nature or perhaps profane 
the sacred. 


These attitudes, of course, simply reflect confusion about 
one of the government’s most essential activities. The 
amount of money in the nation at any time is as much a 
decision of the government as anything else the govern- 
ment does. And this decision is, of course, an important 
one. It determines the general level of interest charges 
for carrying a home mortgage or financing a new school 
or other community facility. It is true that the federal 
government does sometimes make decisions when de- 
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cisions are not absolutely called for. There are things that 
should be left alone. But not the money supply. This is 
something the government must decide about. If it did not 
do so, economic chaos would result. 


There are many reasons why the general public doesn’t 
really understand our monetary system. In the first place, 
money is something that people tend to get emotional 
about. After all, money involves, and always has involved, 
something closely akin to faith—which probably explains 
why in many past societies the money system has been in 
the hands of a priesthood, the subject of magical rites and 
the ceremonial services of the tribe’s medicine man. 


Then, some of those who do understand the workings 
of our monetary system seem to feel they are in possession 
of secrets which cannot be revealed safely to the public. 
Unraveling the mystery, they feel, would somehow de- 
stroy a money system built on exchange of paper and not 
“real” goods such as gold and silver. For this reason, it 
has been traditional for bankers and other private man- 
agers of money to cloak the working of the money system 
with the mantle of secrecy. And many of our high public 
Officials share this view. Although they are appointed to 
represent the public interest, they seem to feel that it would 
be somehow dangerous to talk about our monetary system 
in ways that let the public understand who does what, and 
why. These officials seem very partial to terms that imply 
that the supply of money—and interest rates—are subject 
to powerful economic laws over which men have no con- 
trol. 


But, of course, money has not always been here. It was 
certainly not here when the first settlers arrived. Further- 
more, the supply of money in the country on any given 
day has almost always been greater than it was a few 
years before. For example, in 1913, when the Federal 
Reserve System was organized, the total supply of money 
in the country was $12 billion. By 1929 it was $26 billion. 
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If the supply of money in the United States had not grown 
since 1913, there would not have been enough to accom- 
modate the larger population and volume of production 
and trade in 1929, to say nothing of today’s still larger 
population and tremendously larger volume of production. 


Where has the extra money come from? It has been 
created—manufactured, and not by the impersonal forces 
of nature, but by man. 


In this chapter we will discuss the ways money has been 


created, as well as the part played by those who decide 
how much money is to be created. 


As might be imagined, our present system of money 
creation is the result of a long evolutionary process. So 
perhaps the easiest—and undoubtedly the most interesting 
—way of describing the mechanics of our present system 
is to begin with some questions and answers about the an- 
cestors of our present bankers, the goldsmith bankers. For 
they originated the basic principles underlying the modern 
monetary machine. 


Who were the goldsmith bankers? They were private 
bankers who did substantially all of the banking business 
in Western Europe during the 17th century and before. 


How did the goldsmiths get into the banking business? 
It became customary for people who had gold to deposit 
it with the goldsmiths for safekeeping. The goldsmith 
then gave the depositor a “claim check” or a receipt for 
his gold. In time these receipts became transferable. Any- 
one having possession of a receipt was supposed to be able 
to go to the goldsmith and claim the gold. What actually 
happened was that these receipts for gold began circulat- 
ing as money. People learned that they could carry on 
trade and commerce by passing goldsmith’s receipts from 
hand to hand without ever drawing out the gold. This led 
the goldsmiths to a discovery which has been the principle 
of banking ever since—“fractional reserves.” 
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What is the “fractional reserve” method of banking? 
Few people who held the goldsmith’s receipts came in to 
claim their gold. As the goldsmiths realized this, they also 
realized that they could make loans of the gold which had 
been left in their safekeeping. That is, they could write 
out receipts for gold to borrowers who, in fact, were not 
depositing new gold but borrowing the ownership of gold 
already in the goldsmith’s possession. This gold—actually 
the certificates of ownership—being lent by the goldsmith 
was not his to lend. He did not own it. But so long as the 
calls for gold by the original depositors were so infrequent, 
the goldsmith felt he could lend without undue risk and 
earn interest on a certain portion of the deposited gold. 


In other words, the goldsmith wrote receipts for people 
who were not depositing gold. These receipts, too, circu- 
lated as money. So receipts for more gold than the gold- 
smith actually had in his vaults were circulating. The gold- 
smith had only a fraction of the amount of gold needed 
to meet the claims against him. This is the fractional re- 
serve system. In the same way when the banks of the 
United States kept their reserves in gold, their reserves 
amounted to only a small fraction of the amount of money 
they issued, all of which was guaranteed to be redeemable 
in gold. 


What are the advantages of the “fractional reserve” sys- 
tem? In the goldsmith period of banking, most Western 
European governments neglected to provide adequate 
monetary systems. Frequently, the government controlled 
the coins, and nothing more. Since this was a period of 
economic expansion, with the New World being explored 
and settled, more money was needed than the government 
provided. The main advantage of the fractional reserve 
system, as the goldsmith bankers practiced it, was that of 
a source of money for enterprises which the goldsmith 
bankers considered reasonably safe and sound. 


What are the dangers of the “fractional reserve” system? 
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Under the goldsmith system, the money supply could bal- 
loon with the needs for money but the balloon could col- 
lapse for reasons that had nothing to do with business’ 
need for money. 


This is because the goldsmith banker was at all times 
“playing the odds,” gambling that not all his receipts, or 
even a high proportion of his receipts, would be pre- 
sented in demand for gold at the same time. If this did 
happen, he could not, of course, honor the claims on him 
—because he could not make quick collections from the 
people to whom he had lent money. The whole structure 
would collapse. His money, i. e., receipts, would become 
worthless; individual savings, the deposits of gold which 
he held, would be wiped out; healthy business enterprises 
would be forced into bankruptcy, when money they had 
accepted in good faith became valueless; and the whole 
economic life of the community would, for a time, be 
paralyzed. 


Since most people who accepted the goldsmith’s money 
—except for the more knowing—believed that the gold- 
smith had enough gold to pay off his receipts, 100 cents 
to the dollar, the mere suspicion that the goldsmith did 
not have enough gold was enough to start a “run” on the 
bank and the very collapse which was feared. At one time, 
a banker of Amsterdam, an important center of European 
goldsmith banking, proposed a law making it a hanging 
offense to start a run on a goldsmith. This immediately 
produced just such a run. Of course, the goldsmith could 
not pay. The customers ended up hanging the goldsmith. 


This kind of disaster was not the only shortcoming of 
the goldsmith system. A serious problem was posed because 
the goldsmith’s money—his receipts—was usually accept- 
able only in the locality where he himself was known. 
Businessmen and traders who wanted to make large trans- 
actions in foreign commerce or between regions often 
made large withdrawals of gold for this purpose. This, too, 
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could bring about a collapse. Like powerful bankers who 
came after them, some of the bigger goldsmith bankers 
were not free of suspicion that they deliberately precipi- 
tated depressions at times. At such times, when business 
firms were forced into bankruptcy, valuable assets could 
be bought up at bargain prices by those who possessed 
sufficient money—or could create it for themselves. 


CHAPTER IV 


FEDERAL RESERVE CREATES 
MONEY 


Although it is a long historical step from the goldsmith 
bankers to the present day, the logical development is quite 
short. For our modern system is only a refinement of 
“fractional reserve” banking developed so long ago. 


Broadly speaking, the modern banking system, as it ex- 
ists in the United States today—it varies from country 
to country—is a two-layered system. At the lower layer 
are the commercial banks where the public’s checking ac- 
counts are held. At the upper layer is the Federal Reserve 
System—for convenience consider it as a monetary au- 
thority or agency—which creates something called reserves 
that play the role in our banking system played by the 
gold for the goldsmiths. 


What are these reserves? And how do they work as the 
base of a money-creating pyramid? 


Well, in the first place, reserves are money, just like any 
other money—with one distinction. They are deposits— 
demand deposits—owed to the commercial banks by the 
Federal Reserve. 
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There are, then, two important types of deposits to keep 
in mind. Ordinary checking deposits kept by the public in 
commercial banks. And commercial bank deposits—re- 
serves—on the books of the Federal Reserve. 


Where do the commercial banks get these reserves? By 
and large, the vast bulk of the reserves are created by the 
Federal Reserve and credited to the account of the various 
commercial banks. Created by the Federal Reserve? Yes, 
and this should not be too much of a mystery, when the 
invaluable goldsmith bankers are brought back into the 
picture. For the Federal Reserve is the banker’s bank. 
It is the bank which creates bankers’ deposits—reserves— 
just as the goldsmith bankers created circulating paper 
money when they made a loan. When a bank borrows 
from the Federal Reserve, the Reserve increases the 
amount of the bank’s reserve account with it by the 
amount of the loan—and new bank reserves are thereby 
created. (Where the Federal Reserve itself gets the money 
to lend or the power to create reserves is another matter, 
which will be discussed shortly. For the moment, simply 
accept the existence of a bank which can lend money to— 
create deposits for—the commercial banks.) 


Now the first step into the money fabricating mecha- 
nism can be taken. How can an increase in the money 
supply come about? One way—there are others as will be 
seen—is to have the Federal Reserve make a loan to a 
commercial bank. When the Reserve does this, the com- 
mercial bank’s deposit with the Federal Reserve increases, 
and the commercial bank is now richer. It has more 
money, equal to the value of the loan on deposit with the 
Federal Reserve. Technically, the bank’s “reserve account” 
increases. Its reserve account deposits are “high powered” 
dollars for they have the power to generate a multiple 
expansion of money; i. e., currency plus demand deposits. 


With an increase in its reserves, the bank can now in- 
crease its own lending. And the reason it can is that ours 
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is a “fractional reserve” system, with reserves substituting 
for the goldsmith’s gold. When a bank’s reserves increase, 
it can increase its lending by some amount. And these 
loans take the form of increased demand deposits at the 
commercial bank—an increase in “checkbook money.” 
So, by an increase in reserves, the money supply can be 
increased. 


Turn from the money supply, for the moment, back to 
the reserve-creating mechanism. The example of reserve 
creation ran in terms of a loan from the Federal Reserve 
to the commercial bank. A most important one is by the 
purchase of securities—specifically U. S. Government se- 
curities. 


This is what happens: When the Federal Reserve buys, 
say, $1 million of government securities from a non bank 
bond dealer, it gives the bond dealer a check in the amount 
of $1 million, drawn on the Federal Reserve. The bond 
dealer will deposit this check with his bank. The bank 
will credit the dealer’s checking account with $1 million 
and, at the same time, send the check in to the Federal 
Reserve, where this bank’s reserve account will be credited 
with $1 million. (Again, how the Federal Reserve ob- 
tained the $1 million is for later discussion.) Reserves 
have increased by $1 million through the securities pur- 
chase by the Federal Reserve. 


Now let us return to the question of how the money 
supply increases after the Federal Reserve has created 
new bank reserves. 


For the sake of simplicity, it is useful to make a most 
unrealistic assumption at this stage. Assume there is only 
one commercial bank in the United States, and that all the 
commercial banks in existence are actually only branch 
offices of it. (This assumption will be scrapped quickly 
enough.) This one bank can increase the money supply 
by making a loan, i.e., creating a demand deposit. It can 
also increase the money supply by purchasing a security. 
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For when it purchases a security from Mr. Smith, this 
time it writes out a check to Mr. Smith for the value of 
the purchase. And Mr. Smith? He deposits the check, in 
the one big bank, which now credits the Smith checking 
account. Where did the bank get the money for the pur- 
chase? Nowhere. It created the money just as it did for 
the loan. That is, no other deposit was drawn down for 
the purchase and Mr. Smith’s deposit increased. This is 
the second of the two basic ways—loans or investments— 
a bank can increase the money supply. 


Well, since the bank makes its profit from the interest 
it receives from its loans and investments, why doesn’t the 
bank simply create an infinite amount of money—making 
every loan it can place and gobbling up all legitimate se- 
curities offered? One reason is that the bank must plan 
for the possibility that a sizable fraction of its deposit 
liabilities will be cashed in some day. This limits the de- 
posit-creating process because the bank cannot create 
ten times as much in deposits as it has in cash reserves 
if the fraction that may be cashed in is 1/9. Additionally 
in our economy no bank is allowed to do this. For if it 
were allowed, there would then be no limit to the money 
supply, and a vital control over our economic system 
would be rendered useless. 


In our money system the Federal Reserve exercises 
control, by setting a limit to the amount of money the 
bank can create, a limit that prevails until the Federal 
Reserve authorities decide on an increase or decrease. 
There are certain rules of the game written into the law, 
but the Federal Reserve has authority to modify the rules 
from day to day—within broad limits—as it sees fit. 


Under the basic rules laid down by the Federal Reserve 
System, the bank may create several dollars of bank de- 
posits for each dollar of the reserves which are at the 
moment credited to its account on the books of the Fed- 
eral Reserve. Let us illustrate what this means with some 
simple arithmetic. 
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Say that the Federal Reserve has credited a bank with 
$5 of reserve. And suppose the bank is permitted to 
create $10 of deposits for each dollar of reserves. 


This would mean that the bank (which, we assume, is 
the only bank in the country) can now create bank 
deposits (by making loans and investments) up to the 
point that deposits reach $50. At this point, the bank 
could make no more loans or investments—except, of 
course, to replace previous loans being paid off or to re- 
place securities being sold. Under the rules, the Federal 
Reserve can impose a fine on the bank if it goes beyond 
its allotted amount. 


This is how the money supply could be increased if 
there were a single bank: the Federal Reserve would in- 
crease the reserves of the bank, and the bank, having to 
have only a fraction of its deposits covered by reserves, 
would increase its deposits by the amount permitted. Now, 
the one big bank assumption can be dropped and an im- 
portant refinement added. The discussion of the single 
bank used the phrase “creating several dollars of bank 
deposits for each dollar of reserves.” This is a perfectly 
acceptable statement when dealing with the fictional single 
bank system. But it covers up a somewhat complicated 
process that takes place in the actual world of numerous 
banks. 


Consider the bank around the corner. Assume it has 
just borrowed some money from the Federal Reserve— 
$1,000—or sold a $1,000 security to it. Either way its 
reserves increase. But the corner bank does not rush out 
and increase its loans and investments by some multiple 
of the reserve increase, as the single bank would. Why 
not? 


Here is the refinement. The Federal Reserve limits bank 
lending by saying that the local bank and, for practical 
purposes, all commercial banks, must keep a certain per 
cent of their outstanding deposits—‘checkbook money” 
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held at the bank—in a reserve account at the Federal 
Reserve bank. Say the limit is 10 per cent. And, say, your 
local bank merely lent out only the increase in reserves 
—$1,000—to some merchant. As the merchant used the 
money to pay wages and bills for merchandise, checks 
would be going to people who bank elsewhere, out of the 
neighborhood, and out of the state. When the recipients 
of these checks deposited them, their own banks would 
send them to the local bank for collection. How does the 
local bank pay these other banks? By transferring money 
out of the reserve account with the Federal Reserve into 
the reserve accounts of the other banks. In other words, 
banks pay one another by shifting funds from their own 
deposits—their deposits at the banks’ bank, the Federal 
Reserve. 


The local bank, then, would be in a jam if it rushed out, 
lent $10,000 on the basis of its $1,000 of new reserves, 
and shortly found it had to transfer $5,000 to $6,000 of 
its reserves to other banks. By this process it would lose 
rather than gain reserves as a result of its loan from the 
Federal Reserve. 


Roughly, what actually happens is that the local bank 
has some idea, after years of experience, about the per- 
centage of a loan (or a security purchase) which will 
ultimately wind up at other banks. Say the percentage is 
90 per cent. Then, with a $1,000 increase in reserves, the 
bank could lend approximately $1,100. After the drain 
of reserves and the loss of 90 per cent of the newly created 
demand deposits to other banks the local bank would have 
approximately $11 in reserves against $110 of deposits 
which remained at the bank. It could lend no more. 


But the local bank has created $1,100 in money—now 
scattered throughout the commercial banking system. Fur- 
ther, it had fed about $990 into the reserve accounts of 
other banks who would proceed to lend against their new 
reserves. They would each go through the same process 
as the local bank, finally emerging with deposits increased 
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by ten times whatever the amount of the new reserves they 
managed to cling to. Eventually, the process would end 
as the voyaging reserves grew smaller and smaller with 
each round. In the end total deposits throughout the 
banking system would increase by $10,000 and the $1,000 
in reserves would be finally distributed. In this fashion, the 
banking system as a whole does what no bank can nor- 
mally do: create the multiple expansion of money per- 
mitted by a given increase in reserves. 


This is the money-making mechanism in a nutshell. 
But there is still one mystery left to unlock. Where does 
the Federal Reserve get the money with which to create 
bank reserves? Answer: It doesn’t “get” the money, it 
creates it. When the Federal Reserve writes a check for 
a Government bond it does exactly what any bank does, 
it creates money. The only difference is that the Federal 
Reserve’s check ends up as an increase in reserves for the 
banking system—an increase in bank deposits with the 
Federal Reserve—as well as an increase in some private 
bondholder’s checking account at his commercial bank. 
A Federal Reserve purchase creates two increases in de- 
posits at once—a bank’s deposit with the Federal Reserve, 
and a deposit with a private commercial bank. 


Unlike the commercial bank, the Federal Reserve does 
not have any money of its own to be deposited somewhere 
else on the basis of which it makes its loans or security 
purchases. It creates money purely and simply by writing 
a check. And if the recipient of the check wants cash, 
then the Federal Reserve can oblige him by printing the 
cash—Federal Reserve Notes—which the check receiver’s 
commercial bank can then hand over to him. The Federal 
Reserve, in short, is a total money-making machine. It 
can print money, if that is what is demanded, or issue 
checks. It never has a problem of making checks “good,” 
because, of course, it can itself print the $5 and $10 bills 
necessary to cover the checks. 


Obviously, this power to create and print money could 
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be given to the Federal Reserve only by Congress. This 
is the case: The Federal Reserve System is an agency of 
Congress authorized to create money. 


All of the examples were illustrations of the manufac- 
ture of money. But the banking system can also destroy 
money. The process is the exact reverse of money crea- 
tion. When a bank repays a loan to the Federal Reserve, 
it writes a check to the System which “collects” the check 
by deducting the amount of money from the bank’s deposit 
with the Federal Reserve. The bank’s reserves are then 
decreased and the bank must begin contracting deposits 
—calling in loans or selling investments—to get back 
within the permitted deposit limit for its shrunken re- 
serves. And the calling of loans or selling of investments 
will start a deposit contraction process, the reverse image 
of the expansion process described earlier. 


Or the Federal Reserve can sell a security, say, to Mr. 
Smith, who writes a check to the Reserve in payment. The 
System collects from Mr. Smith’s bank by deducting the 
amount of the check from the bank’s deposit it is holding. 
Here again is the reduction in reserves. In turn, Mr. Smith’s 
bank deducts the amount of the check from his deposit. 
Here again is the first step in the multiple contraction of 
deposits. 


Perhaps it is now clear why the banking system was 
called a two-layer system earlier in the chapter. Expansion 
or contraction of the money supply occurs first, through 
a change in reserves which the commercial banks hold, 
and, second, by the commercial banks responding to their 
changed reserve situation by changing the amount of 
“checkbook” money outstanding. 


With a two-part system, the Federal Reserve can 
change the money supply by operating on any one of the 
two layers. For example, it can increase reserves. Alter- 
nately, it can leave reserves unchanged, but can decrease 
the amount of reserves required to be held against each 
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dollar of demand deposit outstanding. With the “reserve 
requirement” decreased, the unchanged level of reserves 
can support a larger stock of “checkbook money,” and 
the banks will proceed to employ their “excess” reserves 
by making new loans and investments. 


When the Federal Reserve buys government securities, 
it pays for them by giving some bank or banks credit on 
their reserve accounts. The banks may take these credits 
in cash—that is, Federal Reserve Notes—at any time 
they care to do so. 


The amount of Federal Reserve Notes which the Fed- 
eral Reserve has issued and has outstanding is approxi- 
mately equal to the amount of government securities it 
owns. On January 13, 1964, the Federal Reserve had $33.9 
billion in Federal Reserve Notes outstanding which had 
been used for its $32.8 billion of government securities, 
plus some part of the gold which the Treasury has ac- 
quired. In addition there was $17.5 billion in bank reserves 
on the books of the Federal Reserve banks which the 
banks can convert to Federal Reserve Notes if they care 
to. In other words, by buying government securities, the 
Federal Reserve System has, in the long run, exchanged 
a non-interest-bearing obligation of the government (a 
Federal Reserve Note) for an interest-bearing obligation 
of the government (a government bond or other interest- 
bearing security). 


On January 31, 1964, all commercial banks in the 
country owned $62.7 billion in U. S. Government securi- 
ties. The banks have acquired these securities with bank- 
created money. In other words, the banks have used the 
federal government’s power to create money without 
charge to lend $62.7 billion to the government at interest. 


However, it is not possible to say what part of the total 
amount of the money the commercial banks have created 
has been used to acquire government securities. After a 
bank creates the money to buy a government security, it 
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may then sell the security and use the money to acquire a 
non-government security or to make loans to its cus- 
tomers. 


On January 29, 1964, commercial banks had total assets 
amounting to $304.7 billion, and all of these had been 
paid for with bank-created money, except $25.4 billion 
which had been paid for with their stockholders’ capital. 
In other words, less than 10 per cent of the banks’ assets 
have been acquired with money invested by stockholders 
in the bank. Congressmen who voted for the Federal Re- 
serve Act committed treason against their country; Con- 
gressmen who still allow it to exist are equally guilty. 


When the government needs $1 billion, action is taken 
as follows: (1) The U. S. Treasurer advises the Federal 
Reserve Bank; (2) The U. S. Treasurer advises the Bu- 
reau of Engraving and Printing to print $1 billion U. S. 
bonds; (3) Federal Reserve Bank advises Bureau of 
Engraving and Printing to print $1 billion Federal Reserve 
Notes; the Federal Reserve Bank pays the cost of the ink 
and paper, approximately $1 million; (4) The Federal 
Reserve Bank SWAPS the Federal Reserve Notes for the 
U. S. bonds. 


In accordance with the 1935 Bank Act, the Federal Re- 
serve Bank can deposit $1 billion U. S. bonds with the 
Comptroller of Currency and secure $1 billion U. S. cur- 
rency. The interest on the U. S. bonds is payable to the 
Federal Reserve bankers. The Federal Reserve bankers 
have learned an even greater swindle. They can legally 
hoard the $1 billion currency in their vaults and issue $10 
billion “checkbook” currency every time they make a loan 
Or an investment. Much more can be lent under their 
fractional reserve system. In simpler terms, the Federal 
Reserve paid $1 million, for which they received $1 billion 
U. S. bonds, plus $30 million interest annually on the 
bonds, plus $600 million interest annually on loans to cus- 
tomers. 
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If the government can issue bonds, why can’t it issue 
money and save the interest? A few clearheaded and firm 
individuals, such as Abraham Lincoln, have insisted that 
the government can. 


The late Thomas A. Edison once stated the matter this 
way: 


If our Nation can issue a dollar bond it can issue 
a dollar bill. The element that makes the bond good 
makes the bill good also. The difference between the 
bond and the bill is that the bond lets money brokers 
collect twice the amount of the bond and an additional 
20 per cent, whereas the currency pays nobody but 
those who contribute directly in some useful way. It 
is absurd to say that our country can issue $30 million 
in bonds and not $30 million in currency. Both are 
promises to pay: But one promise fattens the usurers, 
and the other helps the people. 


To a small extent the government does issue money, to 
buy back the bonds it has already issued, through the 
Federal Reserve System. However, it has long been one 
of the political facts of life that private banks must be 
allowed to create the lion’s share of the money, if not all 
of the money. Thus there is little opposition to the gov- 
ernment’s printing bonds and then permitting the banks to 
create the money with which to buy these bonds; but pro- 
posals that the government itself create the money instead 
of the bonds have always set off tremendous political up- 
heavals. Bankers are politically very powerful, even in 
wartime. For example, Abraham Lincoln set off a political 
furor when he insisted upon having the government issue 
$346 million in money (the so-called greenbacks) instead 
of issuing interest-bearing bonds and paying interest on 
the money. 


Abraham Lincoln’s administration issued a total of $450 
million in “greenbacks,” or “U. S. Notes,” as it was au- 
thorized to do by an act of February 25, 1862. If instead 
of issuing “greenbacks,” the Lincoln administration had 
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issued interest-bearing bonds, as urged, naturally these 
bonds would still be a part of the Federal debt today. It 
is a fallacy to think, as many do, that the “greenbacks” 
were inflationary. In the only sense that matters, the 
relative or comparative sense, they were not. That is, $450 
million in “greenbacks” is no more or less inflationary 
than $450 million in bank deposits or any other bank 
money created to pay for $450 million in interest-bearing 
bonds. 


Once again, it is no less inflationary for the private 
banks to create $1 billion of new money to buy $1 billion 
of bonds than it is for the government to create $1 billion 
of new money. Furthermore, the Federal Reserve System 
decided in any case the total amount of money to be 
created, and this is what determines whether we have 
inflation. 


CHAPTER. V 


WHO OWNS THE FEDERAL 
RESERVE BANKS? 


In recent years, certain misconceptions and conflicts 
about who owns the Federal Reserve banks have de- 
veloped. The reason is that when the Federal Reserve 
was established, it was felt that the proper way to organize 
it was on a capital stock basis. But the “stock” which 
emerged in the Federal Reserve Act was not stock in the 
ordinary meaning of that term at all. So recent years 
have been marked by a conflict between private bankers 
and public officials, each claiming ownership of the banks. 


The private bankers actually advertise that they own the 
Federal Reserve banks. The American Bankers Associa- 
tion textbook, Money and Banking, puts it boldly on 
page 234: “The member banks own the 12 Federal Re- 
serve banks.” Money and Banking is widely used in 
courses for bankers sponsored by the American Bankers 
Association, which are attended by staff members of pri- 
vate banks, and other students of banking—including em- 
ployees of Federal Reserve banks. 


What is the position taken by Federal Reserve officials? 
As a rule, Federal Reserve officials do not share this mis- 
conception about ownership of the Federal Reserve banks. 
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In a letter to Rep. Wright Patman dated April 18, 1941, 
Marriner S. Eccles, Chairman of the Board of Governors, 
stated: 


This so-called stock ownership, however, is more 
in the nature of an enforced subscription to the capital 
of the Federal Reserve banks than an ownership in 
the usual sense. The stock cannot be sold, transferred, 
or hypothecated, nor can it be voted in accordance 
with the par value of the shares held. Thus, the 
smallest member bank has an equal vote with the 
largest. Member banks have no right to participate 
in earnings above the statutory dividend, and upon 
liquidation any funds remaining after retirement of 
the stock revert to the government. 


In hearings before the Banking and Currency Com- 
mittee of the House of Representatives, June 17 and 19, 
1942, Mr. Eccles stated (pp. 25, 26): 


“Well, the government, in effect, for all practical pur- 
poses, owns the Federal Reserve banks.” 


The viewpoint of the present Chairman of the Board 
of Governors, Mr. William McChesney Martin, is indi- 
cated by the following quotations from hearings before 
the Subcommittee on Economic Stabilization of the Joint 
Economic Committee in 1956: 


The Chairman (Mr. Patman): All right. No. 2 is 
that the banks own the Federal Reserve Banking Sys- 
tem, and it is run by the bankers; it is operated for 
their benefit. That is a fallacy, is it not? 


Mr. Martin: That is a fallacy. 


The Chairman: That stock, or that word “stock” is 
a misnomer, is it not? 


Mr. Martin: If you are talking about stock in terms 
of proprietorship, ownership—yes. 


The Chairman: Well, of course, that is what stock 
is; yes. Normally, that is what stock is; when you 
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say “stock,” you mean a proprietary interest of some 
kind, do you not? 


Mr. Martin: In the ordinary sense, yes. 
The Chairman: That is right, in the ordinary sense. 


Mr. Martin: You and I are in agreement that it is 
not proprietary interest. 


The Chairman: Yes. Therefore, this does not con- 
vey any proprietary interest at all, and the word 
“stock” is a misnomer. It is not a correct word at all. 
It is just an involuntary assessment that has been 
made on the banks as long as they are members. 
Therefore, the statement that the banks own the 
Tenera] Reserve System is not a correct statement, 
is it? 

Mr. Martin: The banks do not own the Federal 
Reserve System. 


Mr. M. S. Szymczak, member of the Board of Gover- 
nors, in hearings before the House Small Business Com- 
mittee on problems of small business financing, April, 
1958, is quoted as follows: 


The Chairman (Mr. Patman): Do you agree with 
Mr. Martin that the member banks do not own the 
Federal Reserve banks, and have no claim to their 
assets or income other than the interest payments on 
the so-called stock which the member banks are 
required to subscribe to the Federal Reserve banks? 


Mr. Szymczak: That is correct. 


Testimony of Mr. J. L. Robertson, member of the 
Board of Governors, before the House Small Business 
Committee on problems of small business financing, April, 
1959, reveals the following: 


Mr. Robertson: I think you could operate the 
Federal Reserve System without the member banks 
having stock in the Federal Reserve banks. 
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Testimony of Mr. Charles N. Shepardson, member of 
the Board of Governors, at the same hearings reveals the 
following: 


Mr. Shepardson: .... I think we have never con- 
tended that the central bank, the Federal Reserve 
System, is owned by the commercial banks. On the 
contrary, we have taken every occasion in my knowl- 
edge to disabuse that idea. I don’t contend that at all. 


The position of the Federal Reserve officials thus seems 
to be clear: the Federal Reserve banks are NOT owned 
by the commercial banks. 


The viewpoints of the individuals quoted above have also 
been borne out by the presidents of the Federal Reserve 
banks in hearings before the House Banking and Cur- 
rency Committee. However, officials of the Federal Reserve 
banks are sometimes inclined to take the opposite position. 
Does this arise from the fact that they are elected by a 
private bank-dominated board of directors and often are 
themselves ex-bankers? For example, the Federal Reserve 
Bank of Chicago justified expenditures not appropriate to 
public funds on the basis that other private businesses do 
the same thing—ignoring the fact that the Federal Reserve 
bank is a public, not a private, institution. 


Among academic economists there seems to be a differ- 
ence of opinion. Some economists hold that the banks own 
the Federal Reserve banks, while others agree with Fed- 
eral Reserve and other public officials who maintain that 
the Federal Reserve banks are public organizations, not 
owned by the banks. Here are some quotations from col- 
lege textbooks which show the general variety of opinion 
among college professors: 


In reality, no stock of the Federal Reserve 
banks has been sold to either the public or the gov- 
ernment, and even the member banks have paid in 
only half of their subscriptions. Thus, the Federal 
Reserve banks are owned wholly by their member 
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banks, each member bank having paid in to its Fed- 
eral Reserve bank an amount equal to 3 per cent of 
its own paid-up capital and surplus (source: The 
Economics of Money and Banking, revised edition, 
by Lester V. Chandler, 1953, pp. 282, 283). 


Although Federal Reserve banks are public institutions, 
their stock is held by the member banks (source: Banking 
System, edited by Benjamin H. Beckhart, 1954, p. 803). 


The position of the Federal Reserve banks is even 
harder to state precisely. They were described generally 
as an “instrumentality” of the government. In a joint state- 
ment by the presidents of the 12 Federal Reserve banks 
they were said to be “part of the private economy and 
* * * part of the functioning of the government (although 
not technically a part of the government).” It was further 
stated that they were intended to be “allied to the govern- 
ment but not * * * part of the government itself.” Allen 
Sproul, president of the New York Federal Reserve Bank, 
summed up by saying that the banks “should function 
somewhere between private enterprise and the govern- 
ment.” (source: Principles and Practices of Money and 
Banking, by Charles R. Whittlesey, 1954, pp. 244, 245). 


President Woodrow Wilson asked the 63rd Congress 
for an elastic note issue and a decentralization of banking. 
He said, “Control * * * must be public, not private, must 
be vested in the government itself, so that the banks may 
be the instruments, not the masters, of business and of 
individual enterprise and initiative.” (source: Money and 
Banking, by the Committee on Money and Banking, Pit- 
man Publishing Co., 1957). 


“ * * * The member banks purchase stock in and there- 
fore own the Federal Reserve banks of their own district.” 
(source: Our Modern Banking and Monetary System, by 
Rollin G. Thomas, 1957, p. 245). 


These quotes illustrate the disagreement and confusion 
which exists on the matter of Federal Reserve ownership. 
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What is the cause of this misunderstanding and dis- 
agreement? The root of the trouble is the “stock” in the 
Federal Reserve banks which the member banks hold. 
The original act required that the banks invest 6 per cent 
of their capital stock in the Federal Reserve banks. 


Why was the Federal Reserve Act written to require 
member banks to invest in the so-called stock of the Fed- 
eral Reserve banks? The framers of the Federal Reserve 
Act gave many reasons, but the main reason was this: It 
was expected that the Federal Reserve would issue money, 
not mainly against government securities as is now the 
practice, but against commercial and industrial loan paper 
—"eligible paper” as the reader knows. 


This meant that the member banks would be exchanging 
obligations of individual commercial firms, farmers, and 
so on, for obligations of the U. S. Government—Federal 
Reserve Notes. This exchange, of what might be rather 
risky obligations for the riskless obligations of the gov- 
ernment, was the reason for the “stock ownership” re- 
quirement. This is why: the 12 separate Federal Reserve 
banks were to issue the Federal Reserve Notes, with each 
bank passing on the quality of the loans which it would 
accept from the member banks in exchange for notes. 
Furthermore, the administration of these banks was to be 
under the control of the member banks themselves, as is 
the case today. This meant that there was a possibility 
that the member banks could pass on doubtful loans made 
to their customers to the regional Federal Reserve bank, 
receiving cash in exchange. And if the Federal Reserve 
banks were overstocked with private promissory notes, 
the System’s stability was threatened. So the government 
would lose by exchanging Federal Reserve Notes for risky 
notes of the banks’ customers, and in addition could lose 
whatever of its general funds it had on deposit with the 
Federal Reserve banks. (It was expected that these banks 
would be the principal depositories of Treasury funds.) 


It was in view of these considerations that Congress, in 
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framing the Federal Reserve Act in 1913, required mem- 
ber banks of the Federal Reserve System to put a certain 
percentage of their capital into the “stock” of the Federal 
Reserve banks; this “stock” was a safeguard against a 
misuse of the Government’s credit which was being dele- 
gated to these banks. The 1913 Act placed on the member 
banks, furthermore, a “double liability” for their “stock” 
in the Federal Reserve banks. In other words, if a Fed- 
eral Reserve bank failed, the member banks would lose not 
only their invested capital, but an equal amount of capital 
which they would also forfeit. 


Thus, the report of the Senate Committee on Banking 
and Currency explaining the Federal Reserve bill had this 
to say: 


The reasons for requiring the banks to subscribe 
to this stock with a double liability are— 


First. To protect the large deposits of general 
funds which the United States will probably place 
with such banks. 


Second. To protect the United States against 
the extension of credit through the Federal Re- 
serve Notes, the obligations of the United States 
loaned to the Federal Reserve banks against 
commercial bills. 


Today, the need for this safeguard has disappeared. 
When the Federal Reserve System began operations, it did 
in fact issue money against commercial loan paper, and 
this was its principal way of creating money from 1914 
to 1921. But since then eligible paper has played so small 
a part in Federal Reserve credit as to be practically non- 
existent; in November 1963, the collateral which the Fed- 
eral Reserve banks held against outstanding Federal Re- 
serve Notes was $34,670 million. Less than 0.5 per cent 
of this collateral is “eligible paper,” the other 99.5 per 
cent being U. S. Government securities and gold certifi- 
cates. 
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An additional reason for requiring the member banks 
to invest some of their capital in the Federal Reserve banks 
was given by the members of the Senate Committee on 
Banking and Currency who recommended the agreement: 


To justify the government in putting on the banks 
the prime responsibility of administering these banks 
and safeguarding their own reserves and their own 
capital stock, and making them responsible to the 
country for safeguarding the welfare of the national 
banking system, protecting the national gold supply 
under the safeguard of governmental supervision. 


But an equal number of members of the Senate Com- 
mittee on Banking and Currency felt that stock in the 
Federal Reserve banks should be sold to the general pub- 
lic, not to the banks—as a means of drawing more capital 
into the banking system of the country. This way, they 
felt, “tens of thousands of our people will be directly 
interested in this great government-controlled banking 
system.” This group also felt, as they stated in the com- 
mittee’s report: 


It has seemed to us, moreover, wise that upon 
these Reserve banks the government should have a 
majority of the Board of Directors. 


At that time, the amount of capital in the banking sys- 
tem of the United States was generally considered to be 
small, and both schools of thought in Congress recognized 
the lack of public confidence in the banking system, which 
encouraged people to hold money in cash, rather than in 
banks: The Senate committee report said that an im- 
portant result of setting up the improved system of bank- 
ing would be— 


* * * increased public confidence in the banks and 
which would attract a considerable amount of money 
which is not now deposited in banks at all and would 
thus enlarge the deposits of the bank and enlarge 
substantially their money-creating power. 
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Finally, both groups in the Senate committee recognized 
that the 6 per cent interest rate to be paid on the Fed- 
eral Reserve bank stock was extremely attractive and 
would provide a subsidy to entice private banks to join 
the System. Those recommending banker control of the 
Federal Reserve banks said that this so-called stock would 
prove irresistible to banks: 


* * * earning 6 per cent net, free from tax, mak- 
ing the earning on such stock between 7 and 8 per 
cent, which is a higher return than a bank can pos- 
sibly average upon its deposits. 


But, the group favoring public ownership of the stock 
pointed out that the stock could be sold to the public at 
a rate of 5 per cent, and if offered to small investors, tax 
free, it would be a “* * * highly desirable 5 per cent in- 
vestment, which they will eagerly take.” 


What is the nature of this “stock”? Hearings before 
various congressional committees have established clearly 
that this stock is not stock in the ordinary meaning of the 
term. 


(1) It carries no proprietary interest. In this respect, 
the stock is unlike the stock of any private corporation. 


(2) It cannot be sold or pledged for loans. It thus does 
not represent an ownership claim. 


(3) In the event of the dissolution of the Federal Re- 
serve banks, the net assets after payment of the liabilities 
and repayment of the stock go to the U. S. Treasury rather 
than the private banks. 


(4) The stock does not carry the ordinary voting rights 
of stock. The method of electing officers of the Federal 
Reserve banks is in no way connected to the amount of 
stock ownership. Instead, each bank in a district has one 
vote within its class, regardless of its stock-ownership. 


What are the problems created by this stock-ownership? 
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(1) The major problem is that it leads to misconceptions 
about the ownership and nature of the Federal Reserve 
banks. Private bankers are, as was indicated above, led to 
believe that they own the Federal Reserve and thus have 
the right to control it and to share in its profits. (2) Some 
Federal Reserve officials have been led to believe that the 
funds of their banks are not public funds but funds that 
the officials may spend as they see fit. This argument has 
been used to justify spending funds of Federal Reserve 
banks in a manner not suited to public funds: for scholar- 
ships to employees, for Christmas gratuities to various peo- 
ple who are not employees of the banks, for boating trips, 
and for extravagances of officers of the banks. (3) The 
stock is an additional cost to the taxpayers, and a subsidy 
to private banks. Dividends on the stock run to almost $24 
million a year; except for the tax paid on them, much 
dividends represent a net loss to the taxpayers. If the 
stock did not exist the money which goes as interest would 
go to the taxpayers. 


How can these problems be eliminated? The logical 
way is to eliminate their cause: the stock. At present there 
is a bill before the Congress, introduced by Rep. Wright 
Patman, Chairman of the Committee on Banking and 
Currency, which would have the banks return this stock 
to the Federal Reserve banks and have the Reserve banks 
pay it off. 


Could the Federal Reserve operate without this stock? 
Yes. Although the stock was necessary in 1914, today it 
serves no worthwhile purpose. The statement of Board 
Member Robertson, quoted above, indicates that the Fed- 
eral Reserve could operate just as well without the stock. 
This point has been well established in hearings. 


Would elimination of the stock ownership change the 
basic structure of the Federal Reserve? The same method 
of electing boards of the Federal Reserve banks, the same 
requirements for membership in the Federal Reserve Sys- 
tem, and the same organizational structure of the Federal 
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Reserve banks could be maintained. The same check clear- 
ing other relationships between private member banks and 
the Federal Reserve could exist. There is no reason to 
believe that the basic structure of the Federal Reserve 
System would be changed simply because the stock were 
retired, though there are many reasons for altering the 
System’s structure. 


Is there any reasonable justification for this stock? No. 
The stock has been justified on the grounds that it is tra- 
ditional. Members of Congress have indicated, and right- 
fully, that it is their duty to change those traditions which 
are harmful to the nation. It has been justified as being 
a symbol, though it is not clear just what the stock is 
symbolic of. Nor has it been established that this symbol 
could not be maintained in another less expensive form, 
such as a membership certificate. Other psychological fac- 
tors are supposed to be maintained by this stock owner- 
ship. These factors are largely in the realm of mysticism. 


No sound reason has been given for keeping this stock. 
The banks, of course, oppose elimination of the stock be- 
cause it represents a generous gift from the taxpayers 
which they do not wish to give up. 


Does the Federal Reserve need the money? No. The 
Federal Reserve is a money-creating system. It can write 
a check whenever it needs money. Thus the government 
is paying interest to the bankers on funds which it does 
not need. 


CHAPTER VI 


WHY WAS THE FEDERAL 
DEPOSIT INSURANCE ACT 
PASSED? 


For 18 years after the Federal Reserve Act was passed, 
no basic changes were made in our banking laws. This 
was not because the banking system had no problems. On 
the contrary, the problems it had were ignored until the 
holocaust of the great depression faced the nation with 
the brutal cost of years of neglect. The seemingly trouble- 
free system simply broke down in 1932-33. Widespread 
runs on the banks during this period became common- 
place. When President Roosevelt took office in 1933, one 
of his first acts was to declare a bank holiday, closing 
the banks in an attempt to halt the runs and shore up, if 
at all possible, the collapsing structure. 


The fatal flaw in the system developed in the late 1920's. 
During this period the banking system unwittingly trans- 
formed itself into a huge credit plant directly supplying 
the essential ingredient sustaining a crazily inflating stock 
market. The banks created money by making loans to 
brokers. And the brokers’ loans were so important that 
they became a prime source of the money supply. 


These brokers’ loans were based on collateral in the 
form of the stocks acquired by the loans. But since mil- 
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lions of people were wildly speculating in stocks and rais- 
ing their prices skyward, the value of the collateral was 
highly volatile and unsound. Nevertheless, brokers’ loans 
grew from $2 billion to over $8 billion during the boom. 
As someone put it, the market discounted not only the 
future, but the hereafter. When the inevitable crash came, 
and many sensible people, including some Federal Re- 
serve officials, had foreseen it, brokers’ loans were called; 
$4 billion in only four months, and within the next three 
years an additional $4 billion had been called. Largely 
because of this, the nation’s total money supply decreased 
by about $8 billion, or one-third, between 1929 and 1933. 
Such a reduction in the money supply could not help but 
magnify if not initiate any crash in prices and output— 
and it did. 


The unprecedented reductions in output and prices, in 
turn, weakened the banks to the point of bankruptcy. 
Many banks, sound before the crash, were in bankruptcy 
in the following years. The number of commercial banks 
in the United States declined drastically, falling from 
26,401 in 1928 to 14,771 in 1933. 


The bank holiday was seized on by President Roosevelt 
as an opportunity for action. The Emergency Banking 
Act of 1933, pushed through the entire legislative process 
in a single day, marked the start of efforts to solve the 
problems of the banking system. It provided that all banks 
would be checked; sound banks would reopen, unsound 
banks would remain closed. This in itself restored a de- 
gree of confidence in the banking system, and the runs on 
banks were largely stopped. But, it was felt, major steps 
to correct the situation were still required. The result 
was the establishment of the Federal Deposit Insurance 
Corporation. 


But many changes of importance, other than creation 
of the Federal Deposit Insurance Corporation, were made 
in 1933, 1934, and 1935. Some, like the Emergency Bank- 
ing Act mentioned above, were of a temporary, stopgap 
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nature, but others were permanent, with lasting effects 
on the banking system of the country. 


Most important was the establishment of a temporary 
deposit insurance plan which went into effect on January 
1, 1934. This plan was made permanent and took its pres- 
ent form in the Banking Act of 1935. Other major changes 
were made by the 1933 act: 


(1) To prevent cutthroat competition for demand de- 
posits, the act provided that commercial banks should no 
longer pay interest on their demand deposits. This was 
desirable from the standpoint of the banks because it re- 
duced their costs. Although it was designed merely as a 
temporary measure, this provision still remains in the 
lawbooks. 


(2) The Federal Reserve Board was given power to 
change the reserve requirements of member banks, sub- 
ject to approval by the President. This, too, was changed 
by the 1935 act, which provided that the Board of Gov- 
ernors alone, by majority vote, could change reserve 
requirements, within limits set by the law. 


(3) The 1933 act also prohibited commercial banks 
from making stock market loans, and investment banks 
from accepting public deposits. This was an effort to pre- 
vent a wave of stock market speculation like that of the 
twenties by keeping commercial banking and investment 
banking separate and distinct. 


The Securities and Exchange Act of 1934 put various 
restrictions on stocks offered for sale, and established the 
Securities and Exchange Commission to police them. From 
the standpoint of monetary controls, however, perhaps the 
act’s most important aspect was the provision giving the 
Federal Reserve Board power to set the cash down pay- 
ment required on stock market purchases. 


Some of the changes made by the Banking Act of 1935 
have already been discussed: the Federal Deposit Insur- 
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ance Corporation was made permanent, and the Board 
of Governors was given power to change reserve require- 
ments. The act of 1935 had other important provisions: 


(1)-The Board of Governors of the Federal Reserve 
System was changed. Membership no longer included the 
Secretary of the Treasury and the Comptroller of the Cur- 
rency, and the number of members was cut from nine to 
seven. The Federal Reserve Board name was changed to 
the Board of Governors of the Federal Reserve System. 
The reorganized Board with its increased powers really 
gave us a central bank for the first time, in place of a 
system of individual Federal Reserve banks which were 
largely on their own. 


(2) Also of primary importance in creating a true cen- 
tral bank was the establishment of the Federal Open Mar- 
ket Committee to determine purchases and sales of 
government securities for the entire System. 


(3) Another change made by the 1935 act related to 
loans of the Federal Reserve banks. This act allowed the 
Federal Reserve banks to extend reserve bank credit on 
any type of credit which the commercial bank possessed. 


(4) The 1935 act also contained provisions concerning 
regulation of bank holding companies. 


The Federal Deposit Insurance Corporation—the FDIC 
—is a government corporation set up to provide depositors 
of funds in commercial banks insurance against loss of 
such deposits in the event of failure of the bank, to the 
extent of $15,000 for each depositor. Deposit insurance 
was set up on a temporary basis by the Banking Act of 
1933 and was made permanent by the Banking Act of 
1935. Such insurance, it was hoped, would prevent the 
recurrence of serious runs on banks. 


A bank is insured when it complies with the rules and 
regulations laid down by the FDIC and becomes a mem- 
ber of FDIC. In selecting members, the law requires FDIC 
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to consider the adequacy of the bank’s capital structure, 
its earning prospects, and the general character of its man- 
agement. At the end of 1962, 13,455 banks were members 
while only a few hundred small banks had not joined the 
FDIC, 


When a bank becomes a member of the FDIC each 
individual deposit in that bank is insured up to $15,000. 
This insurance is much like your life insurance policy, or 
the fire insurance that guarantees to pay you if certain 
events occur. Here the “event” is a bank failure. On 
December 31, 1962, $179 billion of deposits were insured. 


If an insured bank fails, the depositors receive the full 
amount of their deposits, up to the maximum of $15,000, 
usually within ten days to two weeks. If the FDIC desires, 
it may set up a new bank in the community. Then depos- 
itors in the bank which has gone broke are given the 
option of taking their money as deposits in this new bank. 


Since 1933, 445 insured banks have failed, as of De- 
cember 31, 1962. Total deposits of these banks were about 
$600 million. Slightly more than 5,000 depositors with 
accounts over $10,000 lost any money, and these losses 
were small. 


The FDIC has two main sources of money: assessments 
on insured banks and interest on U. S. Government se- 
Curities it holds. Each accounts for roughly half of the 
corporation’s income. 


How did the FDIC get the money to start business? 
The Treasury purchased $150 million of stock and the 
Federal Reserve, on the instructions of Congress, bought 
$139 million of stock. This stock was repaid by the FDIC 
in 1947 and 1948—but at only 2 per cent simple interest. 
It should have paid compound interest. 


Insured banks are required to pay FDIC a gross assess- 
ment of one-twelfth of 1 per cent of their total deposits. 
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This assessment is similar to the premium paid on a life 
insurance policy. 


The gross rate of assessment has remained the same, 
but since 1950 the FDIC has been allowed to give back 
more than half of the total assessment. The FDIC has 
actually returned approximately $1.2 billion—over 57 per 
cent of the gross assessments—to the banks since 1950. 


The law giving the money back to the banks was 
steered through the 80th “do nothing’ Congress by Rep. 
Jesse P. Wolcott. The Eisenhower Administration re- 
warded him by making him Chairman of the Board of 
Directors of the FDIC. 


The FDIC is subsidized by the federal government. 
Although it paid back the original $289 million of stock, 
several subsidies still remain. The fact that the FDIC gets 
almost half of its total income from government securities 
represents a sizable subsidy and means that the taxpayers 
are footing almost half the bill for this insurance. 


The 1947 amendments to the FDIC Act provide that 
the FDIC can borrow up to $3 billion from the U. S. 
Treasury, at its discretion. The law directs the Secretary 
of the Treasury to put up this $3 billion any time the 
FDIC requests it. 


The FDIC does not pay for this commitment. But if 
normal banking practices were followed, the FDIC would 
be required to pay the Treasury 1 per cent a year. If the 
FDIC were standing on its own feet, it would have to pay 
$30 million a year for this commitment—a total of $510 
million for the past 17 years. This subsidy is over $200 
million greater than the original capital stock subsidy. 


It is generally agreed that if there were a wave of bank 
failures, the Treasury would be morally bound to stand 
behind the FDIC although there is no legal obligation. 


Proper management of any insurance company requires 
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that a sizable reserve fund be maintained to provide pay- 
ment in times of need. No one knows exactly how much 
the FDIC should keep, but it probably should keep more 
than the present $2.5 billion. 


If we compute the reserves for each $100 of insured 
deposits, the FDIC now has $1.40 for every $100 of in- 
sured deposits compared with $1.84 for each $100 of 
insured deposits in 1934. Because the FDIC has given 
back over half of its assessments during the past decade, 
its reserve per $100 of insured deposits is now less than 
in 1934, 


Whereas the FDIC keeps only $1.40 in reserve for each 
$100 of potential liabilities, private life insurance com- 
panies keep over $20 for each $100 of potential liabilities. 
Private life insurance companies find it desirable to keep 
a reserve ratio which is more than 13 times the reserve 
ratio kept by the FDIC. No one knows just how much the 
FDIC should keep, but these comparative figures indicate 
that it probably does not keep enough. 


Under the provision of the act which allows the FDIC 
to see to it that banks do not engage in “unsafe and un- 
sound practices in conducting business” and which allows 
it to lay down basic requirements for membership, the 
FDIC has come to regulate the banks rather completely, 
because banks need deposit insurance to hold deposits and 
remain in business. If banks are to perform their duty of 
financing business, they must take risks; the amount of 
risks which banks may take is greatly reduced by FDIC 
regulations. 


To a large extent the FDIC is running the banks. By 
regulation and examination, the FDIC can prevent banks 
from investing in any investment the examiners deem un- 
desirable. And FDIC conservatism is making it more and 
more difficult for small businessmen and farmers to get 
the financial assistance they need. 


The bank examiners do not consider public welfare in 
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deciding whether or not loans are satisfactory. This point 
is made clearly by Prof. Raymond P. Kent in his text- 
book, Money and Banking: 


The regulatory authorities and examiners, so to 
say, are not especially interested in the justification 
given loans from the standpoint of public welfare and 
economic stability, but rather in the probabilities of 
their being repaid at maturity so that depositors may 
not be endangered by losses. The loan to Bill Smith 
may be adjudged “good” because he has put up ade- 
quate collateral and even though he is using the 
money to put out a useless patent medicine, while 
that granted to Jack Brown may be condemned as 
“unsound” because he is not a very good risk even 
though he is using the money to pay his son’s tui- 
tion in college. 


In addition to regulating insured banks through bank 
examinations, the FDIC controls the banking industry 
by refusing to let it expand. This it does by refusing to 
insure banks. A national bank must be insured to come 
into existence as must a state bank which is a member of 
the Federal Reserve System. For success in banking, mem- 
bership in the FDIC and the Federal Reserve are highly 
desirable. By controlling membership, the FDIC controls 
the number of banks in existence. 


CHAPTER VII 


MONEY, DEBT AND CREDIT 


Commercial banks, savings and loan associations, mu- 
tual banks, and credit unions are all valuable and neces- 
sary financial institutions in our free enterprise economy. 
They must be encouraged to continue to render maximum 
service to the people in the public interest at reasonable 
costs. 


Commercial banks are the only type of financial insti- 
tution in this country with a monopoly on checking ac- 
counts. All individuals and corporations are at least to this 
extent captives of the banks. This is one reason, among 
several, why banks should not be allowed to be in any 
business that competes directly or indirectly with their own 
customers. 


Contrary to what the bankers’ lobby would have us 
believe, banks are not properly regulated or supervised in 
the public interest. Examinations and supervision are con- 
fined to what is in the bank’s interest—not necessarily the 
public interest. The three supervisory agencies—(1) the 
Comptroller of the Currency for national banks, (2) 
the Federal Reserve for state member banks, and (3) the 
Federal Deposit Insurance Corporation for all other in- 
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sured banks—do not get their operating money through 
Congress as the other agencies do; they get it through 
assessments on the banks and manipulations of the Fed- 
eral Reserve System. These three agencies are not audited 
by the General Accounting Office as other government 
agencies are. No one can properly hold them accountable 
for misconduct that is harmful to the public. They are 
beyond the reach of the electorate. Only officers whose 
conduct and actions can be passed on by the voters, or 
selected by one responsible to the voters, should have such 
vast powers. 


Banks create money on the government’s credit, lend 
it out with interest without paying the government any- 
thing for its use. 


We must continue to have a good profitable competitive 
banking system. The free use of the government’s credit 
by the banks, if used in public interest, can be justified up 
to a point. The government should use part of its credit 
to finance schools, roads, highways, and other deserving 
projects through the Federal Reserve without interest pay- 
ments. If a million dollar educational building is con- 
structed with government funds, the school district would 
pay back 5 per cent a year for 20 years and the debt 
would be paid. This proposal would result in greatly re- 
ducing taxes in thousands of areas in the United States. 
Now, every time the government spends a million dollars 
for a worthy project, the banks are allowed to collect a 
million dollars in interest. 


Should the people pay a $40 billion debt twice? Without 
audits and Congressional supervision, bad practices have 
developed. For instance, the Federal Reserve Bank in 
New York that is operated by nine directors—six of 
whom are elected by New York banks—have managed 
to acquire $40 billion in U. S. Government bonds for the 
12 Federal Reserve banks. They have been paid for once 
by our fiscal agent, the Federal Reserve banks, which used 
our printed currency—Federal Reserve Notes—and gov- 
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ernment credit to buy them. One form of government 
obligation is used to buy another form of government ob- 
ligation that should have been canceled since both should 
not remain in circulation. The New York Federal Reserve 
Bank continues to collect from the taxpayers over a bil- 
lion and a half a year interest on these bonds that have 
been paid for once. This is the same as asking the home 
owner to pay his mortgage twice. That is the way the 
Federal Reserve gets its operating expenses and money 
to spend for everything it wants to spend money for— 
including over $50,000 a year to the American Bankers 
Association for dues, thereby making them dues-paying 
and card-carrying members of the most powerful lobby for 
special interests in the United States. 


Interest charges equal the nation’s tax bill. The people 
in our country are now paying each year about as much 
in interest on debt obligations as the national budget— 
$100 billion. So, the cost of federal government and in- 
terest payments represents two of the largest expenditures 
of the people. We cannot and do not desire to escape all 
interest payments, but a part can be saved without jeop- 
ardizing our banking system or our monetary system. 


We should have independent banks locally owned and 
controlled with an effective correspondent banking system. 
We must preserve the dual banking system and prevent a 
few people from owning the franchise to create and use 
for their own benefit the government’s money. There is 
only one possible franchise that would be better and that 
would be one giving the banks the right to collect the 
government’s taxes on a 50% commission or on the halves. 
This cannot be tolerated in a democratic free enterprise 
country based upon equal opportunity for all and special 
privileges to none. 


The trend toward fewer banks and increasing concen- 
tration in bank ownership is alarming. The accelerated 
efforts of Wall Street in getting more and more bank 
mergers to make it easier for Wall Street to acquire owner- 
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ship of the nation’s commercial banking system is some- 
thing that must be stopped if our system is to survive. 
Large commercial banks must not be allowed further to 
jeopardize the competitive structure of our financial sys- 
tem. Competition in this vital area must be preserved. 


Public Law 89-356, passed in 1966, exempts the banks 
from the antitrust laws and opens the way to a massive 
wave of mergers leading to control of the nation’s bank- 
ing system by a handful of multibillion dollar banks. 
We are already far down the road to monopoly and 
concentration in banking. Today 100 out of 14,000 banks 
—less than 1 per cent—control 50 per cent of the na- 
tion’s banking assets. Fourteen big banks have 25 per cent 
of the deposits. Yet we have people who are insisting that 
the Congress pass a bank merger bill which would grease 
the way to more and bigger mergers. This is a dangerous 
threat to every American citizen. The bank merger bill 
can be stopped only if the people become aroused and 
get their views to members of Congress. The American 
Bankers Association and the rest of the big banking lobby 
are hoping to push the bill through before the people 
and members of Congress get the facts. 


CHAPTER VIII 


DEALERS IN GOVERNMENT 
BONDS 


As the abbreviated history of the Federal Reserve Act 
emphasized, a key struggle during passage of the act was 
over who would control the System—public or private 
interests. (By private interests, banking interests are 
meant.) The adversaries in this conflict were quite con- 
scious of what was at stake. The compromise over control 
placed what was considered at that time to be the master 
switch governing the money supply and interest rates— 
the discount rate—in the hands of a totally public body— 
the Board of Governors. This was a deliberate act. Presi- 
dent Wilson rejected the notion of diluting the public 
nature of the Board with his now classic statement: “Which 
one of you gentlemen would have me select presidents 
of railroads to be on the Interstate Commerce Commission 
to fix passenger rates and freight rates?” 


The commercial bank interests, it bears repeating, were 
given control over the board of directors of the individual 
regional banks. Six of the nine directors of each regional 
bank board are elected by the member banks of the 
region. The board of directors, in turn, elects the presi- 
dent and first vice president of each bank for a term of 
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five years, subject to the approval of the Board of Gov- 
ernors. 


The Federal Reserve Act was designed to have the 
decentralized System supply reserves only through the 
12 independent Federal Reserve banks, by discounts or 
advances to member banks. At the time the act was passed 
no other method of extending credit was even contem- 
plated. Because of this, the balance of power over the 
money supply lay securely, it was thought, with the public 
side of the System through the authority of the Board of 
Governors. But when the move toward the alternative 
open market technique of control was given legislative 
blessing by Congress in 1933 and 1935 and a full-fledged 
central bank thereby created, the balance shifted radically 
to the private, commercial banking side of the system. 


When Congress authorized the Open Market Commit- 
tee, and permitted it to engage in the joint purchase and 
sale of securities for the entire System, the prevailing 
assumption was that discounts and advances would con- 
tinue to be the principal means of supplying reserves. 
It also believed that the legislation left the power ar- 
rangement of the Federal Reserve relatively untouched. 
The public members have a 7-to-5 majority on the Com- 
mittee. Also, the selected five regional bank presidents 
swear an oath to protect the public interest when they 
become official members of the committee. (They take 
no such oath on becoming presidents of their respective 
banks.) But Congress was acting in the heart of the de- 
pression, and did not take the necessary care to see that 
the Committee it actually authorized accurately reflected 
its intentions. 


What happened, in fact, was that the public body—the 
Board—abdicated control to the Open Market Commit- 
tee. And the Open Market Committee, with five members 
who hold their regional bank positions through the votes 
of privately oriented directors, already represents a diluted 
public body. Further, to repeat the introduction, all 12 
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presidents participate in the Committee discussions and 
debates about the course of monetary policy. They make 
up part of the 19-member “discussion” Committee. They 
are free to influence and persuade as they see fit. 


The upshot is that the institution and practices of the 
Open Market Committee have opened the door to the 
same private banking influences President Wilson was so 
careful to exclude. Now the private portion of the Federal 
Reserve System is not only well represented at the regional 
banks but has five-twelfths of the legal control over the 
money supply and an even stronger voice in the crucial 
decision-making process. 


None of this should be taken to imply that the regional 
bank presidents do not conscientiously seek to reach de- 
cisions purely in the public interest. But a man’s view 
of the public interest and of the best methods by which 
that interest can be furthered, as experience teaches, is 
inevitably colored by the environment and circumstances 
of his daily life. That is also why radio and television 
network presidents are not appointed to the Federal Com- 
munications Commission even if their zeal for the public 
welfare, as they see it, is incontestable. The Open Market 
Committee, in this sense, is not free from private banker 
influence and bias. And it is naive for the regional bank 
presidents to protest, as they forcefully do at congressional 
hearings, that the public welfare is their only concern 
when they enter the committee room. 


Here, then, is the “power revolution” at the Federal 
Reserve which destroyed the ingenious compromise of the 
original legislation. Control of the money supply, with its 
enormous economic consequences, has passed from a 
purely public group, composed only of public servants, 
to a mixed body with dubious qualifications to represent 
the public interest. 


All the members of the Open Market Committee should 
be public members. There is absolutely no reason why 
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they should not be. They should be selected on the basis 
of broad experience and judgment and appointed by the 
President of the United States to represent the general 
public interest. Indeed, to make the point clearer, the 
Open Market Committee should be abolished and its power 
transferred to a perhaps enlarged Reserve Board. 


The truth is that the intended functions of the regional 
banks, except for check clearing, have dwindled to almost 
nothing. The discount window is hardly used, so the re- 
gional banks no longer provide the “elastic currency” for 
their regions in that fashion. Open market operations are 
the pressure of the New York bank which merely informs 
the other regional banks what it has done, in their name, 
to change total bank reserves. 


The major purpose to which the regional banks now 
devote their energies is to be the eyes and ears—the eco- 
nomic intelligence units—of the Open Market Committee 
in this country. 


Instead of a multiheaded central bank, the Federal Re- 
serve has actually developed into a single central bank 
with 12 branches. And the brain center is the Open Mar- 
ket Committee. 


The open market account of the Federal Reserve Bank 
of New York carries out the sales of bonds and bills for 
the Treasury. The manager of this account in its opera- 
tions acts as an agent of the Treasury, of the Federal 
Open Market Committee, and of the central banks of 
several countries. 


How does the Federal Reserve fix interest rates? 


1. By its open market operations and by setting the 
required reserves of member banks, the Federal Reserve 
determines the amount available for lending. 


The amount of the desired borrowing—the demand 
schedule for money—bears a close, though by no means 
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hard and fast, relationship to the level of business activity 
as measured by, say, the gross national product. Broadly, 
what the economists say is that as GNP grows the money 
supply must also grow if interest rates are not to rise. 
On the other hand, if our productive resources, population, 
and capital grow and the money supply is kept constant, 
a tight credit market will eventually develop with de- 
creased availability and a higher price for money. In con- 
sequence, resources will be unemployed and the GNP 
will not attain its full potential. 


2. Open market operations directly affect the level of 
interest rates on government bonds. When the Federal 
Reserve buys, this increases the demand for securities, 
thus raising security prices (lowering interest rates); when 
it sells, it increases supply, and lowers security prices. 


3. The Federal Reserve influences expectations about 
interest rates. If the Federal Reserve follows a tight money 
policy, for example, people are led to believe that interest 
rates will be higher in the future than they are now. And 
they will act appropriately. Lenders will ask more for 
their money; borrowers will pay more—since both expect 
rates to rise shortly anyhow. 


The “open market” is a part of the financial markets 
which make up the money market of the United States lo- 
cated in New York City at the southern end of Manhattan 
Island. In these markets are traded corporate bonds, gov- 
ernment bonds, corporate stocks, commodity futures, ware- 
house receipts, and so on. Major borrowers and lenders 
from over the nation exchange their funds there. Not the 
least of the operations on this market is that through 
which the U. S. Treasury borrows the money it needs by 
issuing government bonds and Treasury bills. 


The 1935 amendment to the Federal Reserve Act pro- 
vided that government securities “may be bought and sold 
only in the open market.” For the most part this market 
consists of 21 primary bond dealers (in 1935 there were 
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only 12). Since 1942, the Federal Reserve has authority 
to purchase up to $5 billion government securities directly 
from the Treasury, but it has elected not to use this au- 
thority. 


The actual operations are somewhat as follows: The 
Treasury determines each week how much money it will 
need the following week and notifies the manager of the 
open market account. All interested parties, including the 
21 dealers, are notified and bids are made on Monday. 
On the following Tuesday the Treasury announces to 
whom the securities are sold. Generally speaking, the sale 
is to the highest bidders. The 21 primary bond dealers 
are in constant contest with each other and know long 
before Tuesday who got the bid. 


Do the 21 dealers serve a useful purpose today? No. 
The practical effect of requiring all purchases to be made 
through the open market is to take money from the tax- 
payer and give it to these dealers. It forces the govern- 
ment to pay a toll for borrowing money. It makes it im- 
possible for one agency of the U. S. Government to buy 
U. S. Government securities from another without paying 
tribute to these 21 dealers, overwhelmingly located on 
Wall Street. 


There are six “bank” dealers: 


First National City Bank of New York 
Chemical Corn Exchange Bank, New York 
Bankers Trust of New York 

Morgan Guaranty Trust Co. of New York 
First National Bank of Chicago 
Continental Illinois Bank of Chicago 


In addition there are 15 “nonbank” dealers: 


The Discount Corp. 
CR te LUGS ah Or 

The First Boston Co. 
Aubrey G. Lanston & Co. 
Bartow Leeds & Co. 
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C. J. Devine & Co. 

Briggs Schaedle & Co., Inc. 

W. E. Pollock & Co. 

D. W. Rich 

Salmon Bros. & Hutzler 

New York Hanseatic Corp. 
Charles E. Quincy & Co. 

Second District Securities Co., Inc. 
Blyth & Co., Inc. 

Malon S. Andrus, Inc. 


The “bank” dealers consist of departments in the bank, 
while the “nonbank” dealers receive all their income by 
operating a tollgate on the sale of government securities. 


The “open market” is in reality a tightly closed market. 
Before 1952 there were only 12 “authorized” dealers and 
today there are 21 dealers. These nine additional dealers 
were added as a result of congressional pressure on the 
Federal Reserve to stop dealing only with dealers who 
could meet such restrictive conditions in order to be “au- 
thorized.” But admittance into the “dealers’ club” is still 
highly exclusive. 


CHAPTER IX 


THE REVOLUTION THAT WAS 


The first great turning was accomplished with the 
ease of a Pullman train passing from one track to 
another over a split-point switch. The landscape hardly 
changed at all for a while, and then gradually, and 
when people found themselves in a new political 
region, there was no turning back. 


The event was the amendment of the Constitution 
in 1913, giving the federal government power to im- 
pose a progressive tax on all income. This idea was 
not only European, it was Marxian, one of the cardi- 
nal points of the Communist Manifesto. President 
Wilson disarmed opposition by saying the federal 
government would use this power, if at all, only in 
time of emergency and yet, as we now know, the 
obsequies of limited government ought then to have 
been performed. Only the intellectuals knew what it 
meant. Nobody else dreamed, least of all perhaps 
President Wilson, that the Federal income tax would 
be used not for revenue only, which was until then 
the only kind of taxation Americans knew, but for 
the purpose of redistributing the national wealth from 
the top downward, according to European ideas of 
social amelioration. 
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The federal income tax was but one tool and had 
not its full leverage until other turnings took place. 
It was not until the first year of the Roosevelt era 
that the intellectuals achieved political power at the 
foot of the throne. Then the federal government 
seized control of money, credit, and banking, and 
introduced an irredeemable paper money currency. 
Next, the Federal Reserve System, which was never, 
never to be a political instrument, became an en- 
gine of inflation, and the New Deal Treasury per- 
fected a method of converting public debt into dollars 
—a process now called “monetization of the debt.” 


By this chain of events a revolution was brought 
to pass, almost unawares. Many people are still dim 
about it. The revolution was that for the first time in 
our history the government was FREE. Formerly, 
free government was understood to mean the gov- 
ernment of a free people. But now that meaning 
changed. The government itself was free. Free from 
what? Free from the ancient limitations of money. It 
no longer had any money worries; it had no longer 
to fear a deficit because it could turn a deficit into 
money; the bigger the deficit the richer the govern- 
ment was. It had only to think billions and behold, 
the billions were in the Treasury. 


After that it was merely nostalgic to talk any more 
of controlling government or limiting its powers of 
self-aggrandizement. What had limited it before was 
the public purse, which the people filled. Now, by 
this new magic, it could fill its own purse and scatter 
beneficence not only at home but throughout the 
world. If it had not possessed the wand that could 
command billions at will, the story of the country’s 
relations to the rest of the world during the last 
twenty years might have been very different, and 
indeed one might almost say that for the want of 
dollars World War II would have been impossible. 


—The People’s Pottage, by Garet Garrett 


I ask you if anyone feels that this world is better 
after World War I and II than it was before, when 
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the Constitution of the United States was supreme 
with us and the American flag occupied first place in 
our hearts and minds?—Former Sen. Albert W. 
Hawkes of New Jersey 


The first World War and American intervention 
therein marked an ominous turning point in the his- 
tory of the United States and the world. Unfortu- 
nately there are relatively few persons who recall the 
days before 1914... . All kinds of taxes were rela- 
tively low. We had only a token national debt.... 
Inflation was unheard of here .... There was little 
or no witch-hunting and few of the symptoms and 
operations of the police state which has been de- 
veloping so rapidly here during the last decade .... 
Enlightened citizens of the Western world were then 
filled with buoyant hope for a bright future of hu- 
manity .... People were confident that the amazing 
development of technology would soon produce 
abundance, security, and leisure for the multitude. 
In this optimism no item was more potent than the 
assumption that war was an outmoded nightmare.... 
The great majority of Americans today have known 
only a world ravaged by war, depressions, interna- 
tional intrigue, and meddling; the encroachments of 
the police state, vast debts and crushing taxation, and 
the control of public opinion by ruthless propa- 
ganda.—Professor Harry Elmer Barnes | 


CHAPTER X 


PROFOUND REVOLUTION 


On December 17, 1963, within a month after he became 
Chief Executive, President Lyndon Johnson appeared be- 
fore the General Assembly of the United Nations and 
stated, in part: 


When I entered the Congress of the United States 
27 years ago, it was my very great privilege to work 
closely with President Franklin Delano Roosevelt. As 
a Member of Congress, I worked with him to bring 
about a profound but peaceful revolution. That peace- 
ful revolution brought help and hope to the one-third 
of our nation that was then “‘ill-housed, ill-clad, and 
ill-nourished.” 


Now, on the world scale, the time has come, as it 
came to America 30 years ago, for a new era of hope, 
hope and progress for that one-third of mankind that 
is still beset by hunger and poverty and disease. ... 


It will not be achieved through some hopeful resolu- 
tion in this assembly, but through a peaceful revolution 
in the world.... 

Now we have official proclamation of a fact stated by 
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the late Garet Garrett in the title of his book The Revolu- 
tion Was, published in 1944. The New Deal revolution 
was; the world revolution is. These are facts we must 
accept. We must accept also that the President worked with 
others to bring about the one, that he is working now to 
bring about the other. 


Before the United States becomes further involved in 
profound revolution all over the world, it might be well 
to stop, look, and listen, to contemplate the consequences 
of the peaceful revolution which has been kept so secret 
for more than a quarter of a century. One consequence of 
revolution has always been a change in the form of gov- 
ernment and, of course, a new ruling class. 


The constitutional government of the United States had 
established the people as rulers of this nation. The rule was 
of, for, and by the people. In the “profound but peaceful 
revolution” described by the President, the people were not 
consulted; they knew nothing about it. When their consti- 
tutional government was overthrown, the government of, 
by, and for the people did “perish from the earth.” 


We shall take the President at his word; we will accept 
the promise that there was a successful revolution during 
the Franklin Roosevelt administration. The New Deal and 
the Brain Trust symbolized the new revolutionary govern- 
ment. It is with this new revolutionary government we 
must deal, for this new revolutionary government of the 
United States has officially stated its intention of spreading 
this particular revolution world-wide. Neither people nor 
Congress is to be consulted. 


The New Deal revolution was unique. It maintained the 
outward forms of the old constitutional government; the 
three departments of government, the executive, the legis- 
lative, and the judicial were, to all intents and purposes, to 
remain. The people, unaware that the revolution had oc- 
curred, would not be aroused by the ousting of their “duly 
elected” President and Congress and the appointed judi- 
ciary. If the profound and peaceful aspects were to con- 
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tinue, the people would have to be deceived, kept in 
ignorance, while the revolutionary government was quietly 
eased into full power and control. 


Revolutions are not organized overnight, nor do they 
form without strong central planning and direction. The 
facts of the New Deal revolution are now coming to light 
and the forces which put the revolution in motion are fully 
revealed. 


Astute men had long sensed the formation of a move- 
ment calculated to control the Government of the United 
States. The same men who instigated the revolution in 1933 
were referred to by New York City’s Mayor John F. Hylan 
as long ago as March 22, 1922: 


The real menace of our republic is the invisible 
government which, like a giant octopus, sprawls its 
slimy length over our city, state, and nation. At the 
head is a small group of banking houses, generally 
referred to as “international bankers”. This little co- 
terie of powerful international bankers virtually run 
our government for their own selfish ends. 


The international bankers, referred to here by Mayor 
Hylan, had organized three years before this and formed 
a power structure dedicated to control the world. Within 
this group was complete control of the money of the world 
and they intended to use it to the fullest advantage. They 
called themselves the Council on Foreign Relations. They 
have worked steadily on their project of world control by 
building world empire. Nothing has been permitted to 
Stand in their way. 


On December 9, 1950, the Chicago Times, taking note 
of the menacing power of the Council on Foreign Rela- 
tions, commented editorially: 


The members of the Council are persons of much 
more than average influence in the community. They 
have used the prestige that their wealth, their social 
position, and their education have given them to lead 
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their country toward bankruptcy and military debacle. 
peel should look at their hands. There is blood on 
them. 


Thus, the existence and the satanic power of the Council 
on Foreign Relations were recognized by men in a position 
to know about it, many years ago. Many warnings, such as 
those raised by Mayor Hylan and the Chicago Times, were 
uttered and fell on deaf ears. 


Among the international bankers who had formed the 
Council on Foreign Relations and whose descendants make 
up the Council today were: 


The House of Rockefeller 
The House of Morgan 
Goldman Sachs 

Kuhn Loeb & Co. 
Lehman Brothers 

Brown Brothers Harriman 


There were and are others, of course, but these provided 
the nucleus of the world powerhouse which was to work 
toward revolution for the establishment of a world empire 
to be ruled by themselves and their counterparts in Europe. 
The membership of the Council on Foreign Relations never 
exceeds 1,400, more than 1,000 of whom are the educated 
elite who serve as the work horses and lackeys of the 
billionaire element at the top. 


The “Brain Trust” which moved into Washington with 
Roosevelt and set up the New Deal—their name for the 
“profound and peaceful” revolution—almost to a man 
came from the headquarters training school of the Council 
on Foreign Relations. 


Each succeeding administration has absorbed more and 
more of the Council on Foreign Relations lackey staff into 
the government until, at last, the Kennedy administration 
was more than 90% a Council on Foreign Relations opera- 
tion. The revolutionary government had been firmly estab- 
lished. The time had come for the experienced hand to 
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move and get the world-wide revolution rolling. This, as 
President Johnson stated in his speech of December 17, 
1963, he intended to do. 


This little book is written at a time when the new world 
order is facing a crisis. The new world order will pass. 
What then? Americans who have lived through half a cen- 
tury under the new order, without knowing or even suspect- 
ing that the constitutional government of the United States 
has been quietly erased, are not equipped to deal with the 
problem. What now? 


Students in the schools have been taught for several gen- 
erations that we are building a new world order. Their 
parents knew nothing about it; they would not have believed 
it if they had been told. They have been completely ab- 
sorbed in the accumulation of material wealth, a new form 
of wealth, peculiar to the new order. 


In the days of the constitutional republic, Americans 
worked, saved, and were free and responsible. Their wealth 
was invested in debt-free property and in savings in the 
banks. They were prepared to meet the misfortunes of life 
as well as its responsibilities. They had wrought mightily 
and they managed their wealth wisely. 


Then a terrible malignancy invaded the body of the re- 
public. The happy and prosperous people were taken into 
a World War. The horrors of war, however, were soon for- 
gotten in the unprecedented prosperity of the postwar pe- 
riod. For the first time, individual Americans began to 
borrow money to pay for unearned luxuries, to gamble in 
over-priced stocks. They were mortgaging their future to 
pay for the pleasures of the present. 


The people discarded the old ways of industry, economy, 
and thrift, and embarked on a dangerous policy. No longer 
were earnings applied to the purchase of a home, as Amer- 
icans had always purchased homes, with money carefully 
saved for the purpose. The down payment, the mortgage 
on future earnings, was the trademark of the new order. 
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Americans indulging in this practice went through life, 
burdened by debt, never really owning anything. 


New devices entered the public communications field, 
slick magazines, radio and eventually television. These were 
put to work to sell new ideas and attitudes on the debt 
economy. Propaganda poured upon the populace day and 
night and soon all trace, all memory of the old order had 
disappeared. The credit economy had been replaced by the 
debt economy. Propaganda sustained the new order. The 
future was mortgaged to the hilt. Propaganda-drugged 
Americans accepted the theory that we do not need to 
worry about public debt, we owe it to ourselves; in other 
words, we do not have to pay the debt because we owe it 
to Americans. If we had owed it to foreigners we would 
have to pay it. This idea was an expansion of the theory of 
the New Deal (new order), that Americans could not hold 
or acquire gold or redeem government paper in gold. For- 
eigners can and do. 


A state of perpetual war has come with the new order 
and rebellious youth is now challenging the system which 
imposes upon them the debts and taxes resulting from the 
profligacy of other generations. They are challenging the 
right of any government to demand of them the sacrifice 
which the perpetual war of the new order demands. Their 
rebellion is the crisis now confronting the new world order. 


American youth may be coming to the realization that 
the new world order is not going to work to their advan- 
tage. They will have to make some important decisions, 
which should be based on solid facts, if they are to change 
things for the betterment of themselves and their children. 
They will have to learn to distinguish truth from falsehood, 
to separate fact from propaganda. They will have to under- 
stand that many of the things they have been taught are 
not true. Then they will have to seek out the facts for 
themselves, before they can hope to make sound decisions. 


The new world order has been based on lies and distor- 
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tion, which must be completely debunked. First on the 
debunk list should be the Federal Reserve System. The 
Federal Reserve System is not owned by the government. 
The government does not own a dime’s worth of stock in it. 
It is owned by private individuals, mostly by those who 
own and control the great banking and investment houses 
in New York City. 


Congress does not coin the money and regulate its value. 
The privately-owned Federal Reserve System issues all the 
money; they create the money and get it into circulation by 
buying debt bonds of the federal government. The govern- 
ment puts the money into circulation when they use the 
Federal Reserve Notes to pay the government bills. The 
green paper in the pockets of Americans is plainly marked; 
it tells its own story; it is a FEDERAL RESERVE NOTE. 


The government in Washington is not a national govern- 
ment. Under the new world order, it is the government of 
a state in the world government of the United Nations. 
This fact is accepted in a hazy sort of fashion by the stu- 
dent of today. His parents have never suspected it, nor 
would they have cared much if they had. Collectively they 
have long since decided to let their children work out the 
problems created by their own insensate desires for the un- 
earned good things of life, here and now. The fact that 
the children were not being equipped to handle these prob- 
lems was of no consequence to their parents. Not until the 
draft board takes its toll do these parents sense danger. 


It is the opinion of this writer that a factual review of 
the past is imperative if the youth of today is to understand 
the present and be prepared to assess properly the strang- 
est and most colossal wreckage in all history, a sea of 
wreckage represented by split-level homes, gaudy new cars 
and boats, fabulous luxuries of every description—all mort- 
gaged to the hilt and charged to the new generation. 


Inquiring and rebellious youth must understand that all 
this did not happen without central planning and direction. 
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He should understand also that those who planned and 
directed this program, which has brought perpetual war to 
a most peacefully inclined people, had something to gain 
from the adventure. He must realize that in all history 
there have been greedy and power-mad men who have 
schemed to rule the world. He should know who these men 
are and how they operate. 


Revolution, as the average American understands the 
term, is a violent overthrow of existing government. The 
international bankers of the Council on Foreign Relations 
could not hope to accomplish their purpose by such tactics; 
nor are they the type to engage in such perilous activity. 
The new revolution had to be fought with money. They 
would provide the money for revolution, for wars, for the 
wholesale bribery of the whole populace in the form of 
welfare, subsidies, wage and price guarantees, social se- 
curity, and a host of other benefits all charged to the bene- 
ficiaries in the public debt. This debt is owed largely to 
those international bankers of the Council on Foreign Re- 
lations. 


In order to sustain the profound and peaceful operation 
of the new government, the visible form of that government 
must be maintained. The people will go along producing at 
peak capacity to support the schemes of what they believe 
to be their government, hence, the President, the Congress, 
and the Supreme Court will remain in Washington and go 
through the motions of that government. The revolutionary 
government works through the United Nations, where the 
laws are actually made and handed down to the straw 
bosses of the member state, the President, Congress, and 
Supreme Court, for implementation. All are charged with 
the binding obligation of putting these laws into effect 
within their borders. This they do, as they are continuing 
to do, wittingly or unwittingly (members of Congress 
appear to do their part unwittingly), since we were taken 
into the United Nations. 


The more observing youth will remember the Republican 
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National Convention of 1964, where young Republicans 
rose up and ousted the former leaders of their party. These 
leaders were denounced by the delegates who referred to 
them as the Establishment or the Eastern Establishment. 
The propaganda press went all out to protect the Establish- 
ment without giving any information on the nature and 
make-up of this organization. The fact is that the top ech- 
elon of the Establishment is occupied by the bankers of the 
Federal Reserve System and a group of associated cartelists 
who intend to rule the world through the United Nations. 


This group of billionaires and their trained agents, who 
occupy all top posts in Washington government by appoint- 
ment of the Establishment, are incorporated under the title, 
Council on Foreign Relations. It is an international com- 
bine, having counterpart organizations through Europe, 
Asia, and Africa. Through their central banking systems, 
they control the wealth of the world and use this wealth 
and the credit of all the people in the world to advance 
their own objective. One of their trusted member agents 
put it thus: “Our goal is government of all the world” 
(Elmo Roper). 


The Council on Foreign Relations was organized imme- 
diately after the failure of their League of Nations scheme. 
They took control of both political parties through the sim- 
ple expedient of getting control of the delegates of the 
national conventions by whatever means necessary. Money 
was never a problem to them. They had control of the 
Federal Reserve System; it was their property. 


With firm control of both political parties, their control 
of government was secure. The Council on Foreign Rela- 
tions headquarters in New York became both a training 
school and a hiring hall for operatives of the Washington 
government. This small group of 1,400 men have literally 
taken over the government of the United States and eased 
it into the world empire (the new world order) of the 
United Nations. 
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The course of empire is once again littered with the dead 
and broken bodies of youth, the youth of the world this 
time. A war and debt economy on an international scale 
demands this; empire-building requires it. The death march 
goes on because American youth and their irresponsible 
parents are misinformed and completely misled by the 
propaganda of those who will destroy anything which 
stands in the way of their planned world conquest. 


One of the most loquacious members of the Council on 
Foreign Relations stood before a Committee of the United 
States Senate, not many years ago, and told the Senators 
to their faces that they (we) would have world govern- 
ment whether we want it or not; if we did not get it by 
consent, said Mr. James Warburg, we would get it by 
conquest. The whole Senate has taken his word for it. We 
have gotten world government by consent. 


A simple question should be posed for the inquiring 
American and it is imperative that the answer be found 
right now, in this time of crisis: Why should the richest 
men in the United States favor world government? It can- 
not be denied that they favor it and are using their vast 
wealth and influence to advance this objective. On Wednes- 
day, November 10, 1965, the New York Metropolitan 
Committee of the United World Federalists held their 
Second Annual “Publius Award” Dinner. On this dais 
were: 


Mr. Clark M. Eichelberger 
Honorable Benjamin V. Cohen 
Dr. Arthur Larson 

Honorable Paul G. Hoffman 
Dr. Charles Rhyne 

Mr. William Rand, Jr. 
Ambassador Zwnon G. Rossides 
Mr. C. Maxwell Stanley 

His Excellency Chief S. O. Adebo 
Mr. John J. McCloy 

Mr. Grenville Clark 

Mr. Randolph P. Compton 
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Mr. Norman Cousins 

Dr. Arthur N. Holcomb 
Honorable Constance Baker Motley 
Dr. Louis B. Sohn 

Mr. C. V. Nararimhan 

Mr. Thomas H. Mahony 

Dean Andrew W. Cordier 

Mr. James P. Warburg 

Mr. Lloyd K. Garrison 
President John Sloan Dickey 
Honorable Thomas K. Finletter 
Justice William O. Douglas 


More than half of these men are members of the Council 
on Foreign Relations. They are among the richest men in 
the world. Would they be here unless the United World 
Federalists were promoting their interests? The reader will 
note the name of James P. Warburg on the list. It is he 
and his associates on the Council who have decreed that 
we will have world government whether we want it or not. 
The point to be stressed in this work is that we already 
have it. There are now two questions confronting us: Do 
we want it? Must we keep it? Only an enlightened America 
is competent to answer. 


The President of the United States has made the un- 
equivocal statement that the United States had a revolution 
under the New Deal and that it was time now for a world 
revolution. He said the New Deal revolution had been 
profound but peaceful. That is why the people did not 
know about it and because the people did not know about 
it, an immediate change in the form of government was 
not expedient. The constitutional form would remain; the 
President, the Congress, the Supreme Court, would con- 
tinue to represent a visible government, while the new 
revolutionary government was established at a higher, in- 
visible level—( Mary M. Davison). 


By all means you should read The Profound Revolution 
by Mary M. Davison. Order from: The Greater Nebraskan, 
1313 Turner Blvd., Omaha, Nebr. 75 cents. 


CHAPTER XI 


IN THE BEGINNING 
NELSON ALDRICH 


On the night of November 22, 1910, a crowd of news- 
paper reporters gathered at the Hoboken, N. J., railway 
station. They had been tipped off that some very highly- 
placed people were coming over to Hoboken from New 
York City to board a train and go away on a secret mission. 
What the mission might be, or who the personages involved, 
none of them knew, but they were certain that an extremely 
important event was in the making. 


Sen. Nelson Aldrich entered the station. Here was their 
proof. The reporters gathered around him. He was always 
good copy, although he was noted for his brusqueness and 
the difficulty of getting a story from him. This was due to 
his tieup with the powerful rubber trust and the tobacco 
trust. As one of the coalition of five Republican Senators 
then ruling the Senate, Aldrich had used his elective posi- 
tion to enact a series of tariffs and laws favorable to his 
own interests, and had been denounced many times for his 
callous disregard of his oath of office as he devoted his 
power to the program of the international financier. 


Aldrich had recently returned from Europe with the 
National Monetary Commission, of which he was head. 


oe 
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This was a Commission appointed by Congress in response 
to public feeling against big bankers after the artificial 
Panic of 1907. The commission had been charged to make 
a thorough study of financial practices before formulating 
banking and currency reform legislation for Congress. It 
was pointed out at the time that such legislation seemed 
unlikely to offer genuine reform under the leadership of a 
man with Aldrich’s known sympathies and employment but 
Congress was blithely impervious to this criticism. 


Senator Aldrich and the National Monetary Commis- 
sion had spent nearly two years touring Europe at the 
American taxpayer’s expense. He and his entourage had 
dissipated more than $300,000 of public money, although 
they had been wined and dined by all the important Euro- 
peon financiers and seemed to live off the land wherever 
they traveled. Since his return to this country, Senator 
Aldrich had made no effort to report to Congress the out- 
come of his trip, nor had he yet offered any ideas as to 
banking reform. The nation waited for him to provide a 
cure for the recurring financial panics which had upset 
business and small fortunes continually since the Civil War. 
He had not come to any definite plan for such a cure. 


With Senator Aldrich was A. Piatt Andrew, professional 
economist and Assistant Secretary of the Treasury, who 
had traveled with Aldrich to Europe as Special Assistant 
to the National Monetary Commission. They were followed 
by Aldrich’s private secretary, Shelton, and reporters with 
a number of pieces of luggage. Evidently they were going 
away for an extended time. The crowd of reporters, repre- 
senting most of the great New York dailies, were convinced 
that the secret mission must have some connection with 
the proposed financial reform, and clustered aggressively 
around Aldrich, demanding a story. 


Aldrich was accustomed to dealing with reporters, and 
walked past them without answering any of the questions 
shouted at him, nor did his companions so much as look 
up at the newsmen. They entered Aldrich’s private car at 
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the end of the train, and the shades were immediately 
drawn over the windows. The reporters were left to specu- 
late with each other on the possible destination of the legis- 
lators. 


Their curiosity was increased when they saw coming 
into the station two more bankers, followed by a group 
of porters. Here was Frank Vanderlip, a stocky, genial man 
who had risen from working as a farmhand to become 
President of the National City Bank of New York, the most 
powerful bank in this country, representing the Rockefeller 
oil interests and the railroad systems owned by the banking 
house of Kuhn, Loeb Company. The National City Bank 
had large interests in South America, and had been charged 
in 1898 with getting the United States to go to war with 
Spain. At any rate, the National City Bank came out of the 
Spanish-American War as the proprietor of Cuba’s sugar 
industry. 


With Vanderlip was the austere Henry P. Davidson, 
senior partner of J. P. Morgan Company, and Charles D. 
Norton, President of Morgan’s First National Bank of 
New York. These three financiers were dominant in the 
small group of New York bankers which had been accused 
of controlling the entire money and credit of the United 
States. In response to the reporter’s question, Mr. Vander- 
lip declared that they were only going away for a quiet 
weekend in the country. 


These men controlled the oil, railroads, communications, 
and heavy industry of this country. What plan of action 
brought them skulking out of New York to board a private 
train on the other side of the river? Men as powerful as 
these had no reason to hide their comings and goings, and 
in the past they had been openly scornful of public opinion 
and public interest. No large new enterprise could be under- 
taken without coming to one or more of these men, and 
they saw to it that their advice and aid were well recom- 
pensed. They elected Congressmen, appointed judges, and 
bought and sold newspapers and publishing houses when- 
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ever they needed a job done. One of their number had once 
earned a sort of fame by exclaiming, “The public be 
damned!” It was not in character that they should cloak 
themselves in mystery. 


The reporters had the same luck with these bankers that 
they had had with Aldrich, and watched their story disap- 
pear into Aldrich’s private car. The next figure to appear 
was not so well known to them. This was Paul Moritz 
Warburg, a German immigrant who had been in this coun- 
try less than eight years, but who had so availed himself 
of the privileges of this land of opportunity that he was 
already a partner in the banking house of Kuhn, Loeb 
Company, New York, at a salary of $500,000 a year. His 
family house of M. M. Warburg Company, of Hamburg 
and Amsterdam, was the chief German representative of 
the great European banking family, the Rothschilds. Liberal 
amounts of Rothschild funds had enabled Jacob Schiff to 
purchase a partnership in Kuhn, Loeb Company and less 
than 20 years later achieve an unchallenged domination 
over the large railway systems of the United States. 


Paul Warburg had not devoted much attention to busi- 
ness since he arrived in this country. Instead, he had spent 
much of his time writing and lecturing on the subject of 
monetary reform. This seemed to be in direct conflict with 
his personal interests and the interests of his employers, for 
a genuine monetary reform would certainly reduce their 
profits and power, but his work along these lines brought 
him an increased salary and even more time to advocate 
banking legislation which would set up a central bank in 
the United States similar to those of Europe. Warburg was 
already known as the “banking brain” of New York, and 
commanded large audiences among the city bankers when 
he spoke at the meetings of the Chamber or other bankers’ 
fraternal groups. 


With Warburg was Benjamin Strong, who had come to 
prominence on Wall Street during the Panic of 1907 as an 
able lieutenant of J. P. Morgan, when he demonstrated his 
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ability to carry out orders. This was a money panic which 
had been called by Morgan to wipe out the competition of 
the Heinze-Morse group in the banking, shipping, and iron 
industries. Strong’s appearance as companion of Warburg 
was no accident, for the J. P. Morgan interests and Kuhn, 
Loeb interests had formed an alliance in 1901, known as 
the Northern Securities Company, which dominated the 
country ever since, This alliance had put Theodore Roose- 
velt in as President of the United States in 1904 to delay 
the prosecution of the Northern Securities Company by the 
Department of Justice. Roosevelt was successful in doing 
this, and the Morgan-Kuhn-Loeb alliance was able to work 
out a more complicated and less vulnerable system. For this 
work, Roosevelt was given the name of “trust-buster.”* 


Warburg and Strong were silent as the others, and the 
reporters watched the train leave the station without so 
much as a quote from any of the bankers. They returned 
to their papers with nothing more than a few paragraphs 
on the mysterious departure of the financiers from New 
York, but not a single metropolitan daily carried the story. 
The city editors wisely ignored the event. 


The first public reference to the mysterious mission ap- 


*Northern Securities was the consolidation of the Rothschild Empire 

in America, J. P. Morgan and Company having become international 
agency in 1869, when J. P. Morgan and Anthony Drexel went to 
London and concluded an agreement with N. M. Rothschild Com- 
pany that J. P. Morgan Company would henceforth act as their 
agent. Thus Drexel Company of Philadelphia, J. P. Morgan Company 
of New York, Grenfell and Company of London, and Morgan Harjes 
and Company of Paris were able to hide under a less known name. 
J. P. Morgan had been chosen for this high honor because of the 
affair of the Hall carbines during the Civil War, when he swindled 
his own government by selling to the Union Army from a Federal 
arsenal carbines which the Army had condemned, The affair has 
been thoroughly written up in Gustavus Myers’ History of the Great 
American Fortunes. Also J. P. Morgan’s father, Julius S. Morgan, 
was a partner of George Peabody and Company, the financial agents 
of the federal government in London during the Civil War, and as 
such, had acted in the interests of the Rothschilds, a fact also doc- 
umented by Myers. 
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peared some six years later, three years after the Federal 
Reserve Act had been passed and was in operation. This 
was an article by E. C. Forbes in Frank Leslie’s Magazine, 
a feature in praise of Paul Warburg which incidentally told 
a story called “Jekyll Island,” giving the first revelation of 
what happened in November, 1910. Bit by bit, Forbes’ 
account was enlarged upon during the next thirty years, in 
statements and biographies of the principal characters, until 
the entire story had come out. 


Aldrich’s private car, which had left Hoboken Station 
with drawn shades, had taken the financiers to Jekyll Island, 
Ga., to the Jekyll Island Hunt Club, a very exclusive club 
owned by J. P. Morgan and a small group of influential 
New York bankers. The club was very isolated, and was 
used as a comfortable retreat far from the cares of the 
New York money market. Its advantageous location made 
it much in demand for pursuits other than hunting, and on 
such occasions members of the club were informed that 
they should not appear there for a certain number of days. 
When Aldrich’s group left New York, the club’s members 
had been notified that the club would be occupied for the 
next two weeks. 


The Aldrich group was not interested at this time in 
hunting. They had come to Jekyll Island to get a lot of 
work done, and they wanted to do that work in absolute 
secrecy. For that reason, the customary attendants at the 
club were given two week vacations, and new servants 
brought in for this occasion. The Aldrich group felt that it 
was imperative that their identity be kept secret, and al- 
lowed no visitors during the next two weeks. They were so 
anxious to prevent any knowledge of their mission leaking 
out that they never used last names, calling each other by 
their first names only, such as Henry, Ben, and Paul. 


This proved to be so satisfactory for all concerned that 
it was made more formal after their return to New York, 
when they organized the “‘first-name club” and limited its 
membership to those who had been on Jekyll Island. 
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Why all this secrecy? Why this thousand-mile trip in a 
closed railway car to a remote hunting club? The Aldrich 
group went there to write the banking and currency legis- 
lation which the National Monetary Commission had been 
ordered to prepare. At stake was the future control of the 
money and credit of the United States. If any monetary 
reform was passed by Congress which was not written by 
and for the New York bankers, their power would be 
ended. As the most technically-informed of the bankers, 
Paul Warburg was charged with doing most of the drafting 
of the plan. Sen. Nelson Aldrich was there to see that it 
came out in a form which could be gotten through Con- 
gress, and the other bankers were there to offer suggestions 
and help on banking problems. Instead of making a report 
to Congress or to the American people on the results of the 
National Monetary Commission’s trip to Europe, Senator 
Aldrich went to Jekyll Island to write a bill which later 
was passed by Congress and signed by President Woodrow 
Wilson as the Federal Reserve Act of 1913. 


The Jekyll Island group remained at the club for nine 
days, working steadily to complete their job, for Congress 
was already complaining that the National Monetary Com- 
mission seemed to have no solution ready. Despite the 
common interests of all present, the work did not proceed 
without friction. Senator Aldrich considered himself the 
leader of the group, and, as the dictatorial type, could not 
help ordering everyone about. Aldrich also felt somewhat 
out of place as the only member who was not a professional 
banker. He knew very little about the technical aspects of 
financial operations, previously having been content to see 
to it that the country’s laws took care of his business for 
him. Paul Warburg felt that every question demanded a 
lecture, and he never lost an opportunity to go into a long 
discourse or to impress the others with the extent of his 
technical knowledge of banking. This often seemed a waste 
of time, and drew many barbed remarks from Aldrich, so 
that it sometimes required all the diplomacy of Henry P. 
Davidson to keep them at their work. Also, Warburg’s thick 
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alien accent grated on them all. As the lone outsider in this 
clique of American aristocrats, he realized the delicacy of 
his position, but nevertheless quarrelled on any occasion 
concerning technical problems, which he considered his 
personal field. 


One of the main difficulties in working out a monetary 
reform plan which could then be presented as the work of 
the National Monetary Commission was to keep hidden the 
obvious authorship of the bill. So great was popular re- 
sentment against bankers since the Panic of 1907 that no 
Congressman would dare vote for a bill bearing the Wall 
Street taint, regardless of who paid his campaign expenses. 
The plan which was being worked out at Jekyll Island was 
a plan for a central bank. There was in American history a 
long tradition of war against inflicting a central bank on 
the finances of this country, and there had until 1896 been 
a continuous struggle against totalitarian domination of our 
financial resources. It had begun with Jefferson’s fight 
against Alexander Hamilton’s scheme for the First Bank of 
the United States. It had continued with Andrew Jackson’s 
successful war against Nicholas Biddle’s Second Bank of 
the United States (Biddle had been backed in that fight by 
James Rothschild of Paris); a fight which was a financial 
Civil War, and it had resulted in the setting up of the Inde- 
pendent Sub-Treasury System which supposedly had kept 
the United States’ funds out of the hands of the great 
bankers. Because our funds were in the Sub-Treasury 
System, the bankers had precipitated the money panics 
of 1873, 1893, and 1907, causing widespread suffering 
throughout the country and arousing the public to demand 
that Congress enact legislation to prevent the recurrence of 
artificially inspired money panics. Such monetary reform 
now seemed inevitable, and it was to head off and control 
such reform that the National Monetary Commission had 
been set up with the multimillionaire Nelson Aldrich at its 
head. The financiers’ inner circle was now gathered at 
Jekyll Island to write banking legislation which would pro- 
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tect their interests, legislation which would be publicized 
as a “people’s banking bill.” 


The main problem, so Paul Warburg informed his col- 
leagues, was to avoid the name of “Central Bank,” and for 
that reason he had come upon the designation of “Federal 
Reserve System.” This would allay suspicion in the popular 
mind that the bill was a central bank plan. However, it 
would still function as a central bank, fulfilling the three 
main functions in that tradition, that is, it would be owned 
by private individuals who would draw profit from owner- 
ship of shares, and who could control the nation’s issue of 
money; it would have at its command the nation’s entire 
financial resources; and it would be able to mobilize and 
mortgage the United States by involving us in major for- 
eign wars. 


The next principal consideration was to conceal the fact 
that the proposed “Federal Reserve System” would be 
dominated by the operators of the New York money mar- 
ket. The Congressmen from the South and the West par- 
ticularly could not survive a vote for a Wall Street plan. 
Farmers and small businessmen in these sections had suf- 
fered most from the repeated money panics, and there had 
been ever since the Revolutionary War a considerable 
amount of popular resentment against Eastern bankers. The 
private papers and letters of Nicholas Biddle, which were 
not publicly printed until nearly a century after his death, 
show that even at that time the Eastern bankers had to take 
into consideration the feeling against them. 


Paul Warburg had already worked out the primary de- 
ception which would keep the people from recognizing his 
plan as a central bank. This was the regional reserve sys- 
tem, an organization of four (later passed as twelve) branch 
reserve banks located in different sections of the country. 
No person unacquainted with the details of the nation’s 
credit structure would be likely to realize that the present 
concentration of most of the nation’s debt and money in 
New York made the operation of a regional service system 
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farcical, since the regions would finally be dependent on 
the amount of money or credits available to them from 
New York. 


Most important of the provisions incorporated in the 
legislation drafted by the financiers was the selection of the 
administrators of the Federal Reserve System. Aldrich was 
the first to point out that the officials should be entirely 
appointive offices, and that Congress should not have any- 
thing whatever to do with them. As an experienced Sen- 
ator, he knew that any congressional control over the ad- 
ministration of the System would embarrass the Wall Street 
interests, because the hick Congressmen would lose no 
opportunity to investigate irregularities and prove to their 
constituents that they were fighting the traditional enemies, 
the Eastern bankers. 


Removal of the System from congressional control and 
supervision made the entire Federal Reserve proposition 
unconstitutional from its inception, because the Federal 
Reserve would be a bank of monetary issue, and Congress 
is expressly charged in the Constitution with the issuance 
of money. Article 1, Section 8, Paragraph 5, states that: 


CONGRESS SHALL HAVE THE POWER TO 
COIN MONEY AND REGULATE THE VALUE 
THEREOF; AND OF FOREIGN COIN.* 


Enactment of Warburg’s Federal Reserve System meant 
that the legislative department of our government would 
lose its sovereignty, and that the system of checks and 
balances of power set up with so great a struggle by Thomas 
Jefferson in the Constitution would be destroyed. Adminis- 


*The Supreme Court has held that the delegation of the coinage pre- 
rogative to private bankers is constitutional because Congress thought 
it “necessary and proper” to do so. “Necessary and proper” says the 
Court, “means convenient.” Of course the most “convenient” method 
of handling a constitutionally delegated power is to abdicate that 
power to private interests. (McCulloch vs. Maryland, 4 Wheat 316, 
4 L. ed 579.) 
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trators of the System would control future issue of the 
nation’s money and credit, and would themselves be con- 
trolled by the executive department of the government. 
The judicial department (Supreme Court, etc.) already was 
controlled by the executive department through the wangle 
of appointive offices, and now the legislative department 
would be effectively castrated, making possible a rapid cen- 


tralization of power behind the White House in Washing- 
ton. 


Four years after the passage of the Federal Reserve Act 
in 1913, the United States had been involved in the First 
World War, and was in the grips of an absolute dictatorship 
of three men, who imprisoned anyone who objected to 
them. A Presidential candidate of the Socialist Party, 
Eugene Debs, was sent to Atlanta prison by Woodrow 
Wilson. Our heavy industry was under the dictatorship of 
Wall Street gambler Bernard Baruch; food and agriculture 
were under the dictatorship of a London Exchange gold 
manipulator, Herbert Hoover, who had not been in this 
country as a resident for 20 years prior to his appointment 
by Woodrow Wilson; and our finances were under the 
dictatorship of Paul Warburg, chairman of the Federal 
Reserve Board of Governors, whose first allegiance was to 
his family banking house of M. M. Warburg Company of 
Hamburg. M. M. Warburg was at that time financing the 
Kaiser’s war against us, and Paul Warburg’s firm of Kuhn, 
Loeb Company had five representatives in the Treasury 
Department in charge of Liberty Loans, thus financing our 
war against the Kaiser. 


Baruch’s partner in the Alaska-Juneau Gold Mining 
Company, Eugene Meyer, was head of the War Finance 
Corporation. Eugene Meyer collected commissions on the 
hundreds of millions of dollars of Liberty bonds which he 
bought from and sold to himself as head of the War 
Finance Corporation to Eugene Meyer and Company, 14 
Wall St., New York. No wonder he bought control of the 
enormous chemical trust, the Allied Chemical and Dye 
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Corporation, and became a publisher in Washington, owner 
of the extremely left wing Washington Post, the staunch 
defender of the traitor Alger Hiss. 


With power such as this at stake, it is not to be wondered 
that the Aldrich group traveled a thousand miles in a 
sealed railroad car to prepare their plans for taking over 
this country. The writing of the plan, however, was only 
the first step. 


The first serious break in the work of the Jekyll Island 
group came when Sen. Nelson Aldrich declared that he 
could not let Warburg’s proposed designation of “Federal 
Reserve System” be attached to the bill, His name had 
already been associated in the public mind with monetary 
reform, and he argued that it would arouse suspicion if a 
bill were put before Congress which did not bear his name. 
Warburg argued in vain that the use of Aldrich’s name 
would certainly condemn the bill as representing the great 
Wall Street interests, for Aldrich was popularly known for 
his tariff bills in favor of the tobacco trust and the rubber 
trust. Aldrich, however, had made up his mind that the 
legislation must bear the name of Aldrich, and he would 
not hear any objection to it. 


Most of Warburg’s suggestions had already been incor- 
porated in the bill, and his colleagues saw in this disagree- 
ment a chance to defeat him on at least one point, so that 
Warburg found himself alone in his opposition to Aldrich. 
Predicting that the name alone would make their work in 
securing its passage much harder, if not impossible, he de- 
voted himself to helping them polish up the bill, and, some 
ten days after they had sneaked out of the city, they re- 
turned to New York with a completed financial act which 
would be presented to Congress under the name of “The 
Aldrich Plan.” 


The point which Warburg had most successfully gotten 
into the plan was the matter of a uniform discount rate, 
to be imposed on all the banks of the United States by the 
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proposed system. This was the method employed by the big 
European central banks about which Warburg knew so 
much. A discount rate imposed by a central bank on the 
entire nation meant the power to create a money panic not 
only on the New York money market, as had been the 
case in the Panics of 1893 and 1907, but also the power to 
make the money shortage a truly nationwide condition. 
Consequently, there occurred the Agricultural Depression 
of 1920-21, and the Great Depression of 1929-39, for 
both of which, as we shall see, the Federal Reserve System 
was directly responsible. 


In Paul Warburg’s Memorandum, quoted in the official 
biography of Nelson Aldrich, Warburg said: 


“The matter of a uniform discount rate was discussed 
and settled at Jekyll Island.” 


Although this was Warburg’s single reference to Jekyll 
Island, (a 2,500 page work by him on the Federal Reserve 
System fails to mention this group in any way), the other 
members of the “First-Name Club” were not so reticent. 
In an article in the Saturday Evening Post, in 1935, Van- 
derlip went into detailed discussion of the Jekyll Island 
adventure. He said, in introducing the event, that: 


Despite my views about the value to society of 
greater publicity for the affairs of corporations, there 
was an occasion, near the end of 1910, when I was as 
secretive, indeed as furtive, as any conspirator. Since 
it would have been fatal to Senator Aldrich’s plan to 
have it known that he was calling on anybody from 
Wall Street to help him in preparing his Bill, precau- 
tions were taken that would have delighted the heart 
of James Stillman (President of the National City 
Bank during the Spanish-American War). 


Frank Vanderlip further states, in his autobiography, 
From Farm Boy to Financier: 


Our secret expedition to Jekyll Island was the occa- 
sion of the actual conception of what eventually be- 
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came the Federal Reserve System. The essential points 
of the Aldrich Plan were all contained in the Federal 
Reserve Act as it was passed. 


In a preface written for a group of Warburg’s essays 
calling for a central bank, Professor E. R. A. Seligman, of 
the international banking family, head of the Department 
of Economics of Columbia University, said: 


“The Federal Reserve Act is the work of Mr. Warburg 
more than of any other man in the country.” 


The facts bear out Mr. Seligman’s statement. 
SENATOR ALDRICH 


With the return of the Jekyll Island group to New York, 
the financiers now sponsored a nationwide propaganda 
movement to sell the people on “The Aldrich Plan.” All 
national banks were forced to contribute to a slush fund of 
$5 million, and the great universities were used as strong- 
holds of propaganda, abetted by the university presidents 
and the professors of economics. 


Woodrow Wilson, President of Princeton University, was 
the first prominent educator to speak in favor of the Al- 
drich Plan, a gesture which immediately brought him the 
Governorship of New Jersey and later the Presidency of 
the United States. During the Panic of 1907, Wilson de- 
clared that: “All this trouble could be averted if we ap- 
pointed a committee of six or seven public-spirited men 
like J. P. Morgan to handle the affairs of our country.” 
This plea for a financial dictatorship had brought him fa- 
vorable notice from the bankers, and he had been invited 
by Frank Vanderlip to a luncheon with James Stillman, 
then President of the National City Bank. Stillman after- 
wards remarked to Vanderlip that Wilson was not a great 
man. Nevertheless, the support of the National City Bank 
gave Wilson the Presidency of the United States after Wil- 
son promised to enact the Federal Reserve Act. 


Much of the bankers’ campaign fund was spent under 
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the auspices of an organization called the National Citizens’ 
League, which was not national and might properly have 
been called an economists’ league, since it was made up 
principally of college teachers who wished to get on in the 
world. It was headed by J. Laurence Laughlin, the most 
prominent gold standard economist in the country, and 
head of the Department of Economics at Rockefeller’s 
University of Chicago. The League soon numbered among 
its members most of the economists and college presidents 
in the East and Middle West. The League printed and dis- 
tributed many abstruse and technical volumes pointing out 
the need for a central bank and other features of “monetary 
reform.” 


The Aldrich Plan was presented to Congress as the re- 
sult of three years of work, study, and travel of the Na- 
tional Monetary Commission, at an expense of more than 
$300,000. Actually, only two members of the Commission 
had anything to do with the plan, Senator Aldrich and A. 
Piatt Andrew, who was not a member of the commission 
but a special assistant. The other members had a two year 
joy ride around Europe and cheerfully signed everything 
which Aldrich asked of them. 


In 1911, the Aldrich Plan became the official platform of 
the Republican Party. This was a case of the broom riding 
the witch, for the Republican Party had ever since the 
Civil War fought bitterly all efforts at monetary reform up 
to 1910, and had spent the largest sum of money employed 
in a Presidential campaign up to that time, in the campaign 
against William Jennings Bryan in 1896. Bryan was run- 
ning on a campaign of monetary reform, and was arousing 
such response that international bankers here and in Europe 
poured money into a Republican fund and purchased votes 
by the million. The amount of money spent in that cam- 
paign has never been determined with any degree of ac- 
curacy, but subsequent congressional investigations put the 
figure at from $6 to $16 million. The same bankers who 
had given money to fight monetary reform in 1896 were 
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in 1911 giving liberal donations to see that reform legisla- 
tion was enacted. 


The Republican Party had become identified as the rep- 
resentative of the conservative classes in money matters, 
and its sudden about face on this issue caused some sus- 
picion. Monetary reform had until this time been the pre- 
serve of the Democratic Party. William Jennings Bryan 
had very nearly secured the Presidency on a bimetalism 
platform, although as he remarked to the economist Arthur 
Kitson, “Free silver is only window dressing. The real issue 
is the control of the nation’s money and credit.” As the 
candidate of the Democratic Party, Bryan had made his 
famous “Cross of Gold” speech, in which he enjoined the 
New York bankers not to crucify the American citizen on 
a cross of gold. They did not listen to him. 


There were still in 1911 many independent and public- 
minded newspapers, whose editors were not in the pay of 
bankers and whose mortgages were not subject to fore- 
closure from New York. These editors saw in the Aldrich 
Plan its concealed threat to their communities, and began 
a forceful and vigorous campaign against it. They pointed 
out, as Paul Warburg had foreseen, that Senator Nelson 
Aldrich did not represent the common people of this coun- 
try, or anyone else who had less than a million dollars, and 
there was plenty of evidence to prove it. Consequently a 
nationwide opposition sprang up against the Aldrich Plan. 
The outcry against it created an atmosphere favorable to 
passing the same plan under the sponsorship of Woodrow 
Wilson and the Democratic Party as the Federal Reserve 
Act of 1913. 


Louis Brandeis led the fight against the Aldrich Plan in 
the Harper’s Weekly with a series of articles on the great 
money trust. The period in literary history to be known as 
the “muckraking” period was then in full swing. Ida Tar- 
bell wrote a series of article in the American Magazine 
exposing Senator Aldrich’s illegal activities, and a definitive 
history of Rockefeller’s Standard Oil, pointing out that 
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Rockefeller’s gigantic expansion would not have been pos- 
sible without the funds advanced to him by the National 
City Bank and Kuhn Loeb Company. 


Miss Tarbell graphically described the poverty in which 
the workers in Aldrich’s factories lived, while he grew 
orchids in hothouses within sight of the slums. Aldrich had 
secured Senate approval for the great trusts formed in the 
last decade of the nineteenth century, and he himself was a 
partner in two of the largest of these corporations, the 
tobacco trust formed with Duke as its head, and the rubber 
trust, led by Rockefeller and Guggenheim. The technical 
aspects of handling these great mergers were perfected by 
a brilliant young financier named Bernard Baruch, who 
Was just coming into prominence on Wall Street. 


Harper’s Weekly of May 7, 1910, editorially commented 
that “Finance and the tariff are reserved by Nelson Aldrich 
as falling within his sole purview and jurisdiction. Mr. 
Aldrich is endeavoring to devise, through the National 
Monetary Commission, a banking and currency law. A 
great many hundred thousand persons are firmly of the 
opinion that Mr. Aldrich sums up in his personality the 
greatest and most sinister menace to the popular welfare 
of the United States. Ernest Newman recently said “What 
the South visits on the Negro in a political way, Aldrich 
would mete out to the mudsills of the North, if he could 
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devise a safe and practical way to accomplish it’. 


The Aldrich Plan was a safe and practical way to ac- 
complish the desires of Aldrich and his class, as was the 
Federal Reserve Act. Aldrich was a dictator of the banker 
type which the Communists during the 1920’s were to 
make immortal, the “bloated capitalist” of whom J. P. 
Morgan became the symbol. The organizers of the trusts 
had completed most of their work in the previous twenty 
years, and it was up to them now to secure their gains. 
This could be done only through control of money and 
credit, for, under our financial system, ownership of the 
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trusts could not be maintained if somebody came along 
with more money to buy them. Rubber, steel, heavy indus- 
try, railways, and public communications were securely in 
the hands of a few family dynasties, as Ferdinand Lund- 
berg proved in his authoritative work, America’s Sixty 
Families. The Guggenheims, Seligmans, Schiffs, Warburgs, 
Baruchs, Lehmans, and their satellites controlled banking 
and politics. It was certain that the power of these trusts 
could be attacked in only two ways: by uncontrolled 
money, and by uncontrolled popular movements which 
might gain a majority in Congress and force the oligarchy 
to give way. Thus, the movement for monetary reform coin- 
cided with the great reform movement which was designed 
to corral and emasculate any popular protests against the 
international elements. Theodore Roosevelt provides an ex- 
cellent example of this, accepting $500,000 in campaign 
funds from Schiff and Morgan in 1904 while he was 
stomping up and down the country bellowing about what 
he was going to do to the trusts. The trusts survived his 
term of office. 


The Sherman Antitrust Act and the Clayton Antitrust 
Act were written by the oligarchy for the oligarchy, to 
prevent anyone else from breaking into the circle after 
things had been set up. The result of these “antitrust” laws 
has been to render the big corporations secure from popu- 
lar interference. Thurman Arnold writes in The Folklore 
of Capitalism that: 


“The antitrust laws were the greatest encouragement to 
the forming of the great corporations.” 


This was due to the fact that only the giant aggregations 
of corporate interests could survive the legal entanglements 
created by government legislation. Small outfits, unable to 
afford the services of a large legal and administrative staff, 
were forced to sell out to the trusts. A new profession, that 
of corporation lawyer, sprang up to devise ways to make 
the government helpless to regulate the trusts. The At- 
torney General could bring suit against a corporation to 
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dissolve a “conspiracy in restraint of trade,” but, by the 
time he had secured a court order and begun legal action, 
the corporation’s lawyers would have worked out a new 
and more foolproof organization. Also, the Attorney Gen- 
eral’s dissolution of corporations and their subsequent re- 
forming was usually a highly profitable event for the 
owners. Such a reforming meant that the stocks of the old 
corporation could be manipulated on Wall Street while 
action was pending, and the forming of a new organization 
meant a large issue of stock, most of which would be over- 
capitalization, so the net result of a Department of Justice 
action against a corporation often meant the reaping of 
more millions of dollars for the interests which the govern- 
ment pretended to attack. 


The era of the trust as a dynamic political force had been 
inaugurated in 1890, when New Jersey passed a law per- 
mitting corporations holding incorporations in New Jersey 
to hold the stock of other corporations, thus permitting the 
abuse of interlocking directorates, which allow a few men 
to exercise direct control in many corporations, some of 
which are supposedly competitors. 


The farcical nature of the “reform Presidents” is shown 
by the record of the first of them, Theodore Roosevelt, who 
has been nicknamed, perhaps derisively, as the “trust- 
buster.” His friend and financial adviser Colonel Ely Garri- 
son remarks in his memoirs that “Wall Street had no cause 
for hysteria at the election of Theodore Roosevelt, for any 
serious student of history knows that the Department of 
Justice’s investigations of Northern Securities and Standard 
Oil (both Kuhn-Loeb Company enterprises) were initiated 
before Roosevelt’s election and carried on without his ap- 
proval.” 


Theodore Roosevelt also hated the writers who were 
doing factual research into the activities of the trusts, people 
like Upton Sinclair, Ida Tarbell, and Frank Norris. It was 
his private secretary, William Loeb, Jr., who coined the 
name “muckraker” for them. 
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The reform movement, although principally bought out 
and corrupted, was not without honest spokesmen in Con- 
gress. Chief among them were Senator LaFollette of Wis- 
consin in the Senate, and Congressman Charles Augustus 
Lindbergh of Minnesota in the House of Representatives. 
Both of these men attacked the Aldrich Plan as a “Wall 
Street Plan,” and through their forceful speeches attracted 
the people’s interest in the doings of the money trust. Their 
charges eventually resulted in the Pujo Committee Hear- 
ings, a Gilbert and Sullivan investigation of the New York 
bankers at which neither Lindbergh nor LaFollette was in- 
vited to officiate or to appear. 


Jacob Schiff, senior partner of Kuhn, Loeb Company had 
said in a speech before the Chamber of Commerce of New 
York, shortly before the Panic of 1907: 


“Unless we have a central bank with adequate control of 
credit resources, this country is going to undergo the most 
severe and far-reaching money panic in its history.” The 
powerful banker’s threat soon became a reality. The Panic 
of 1907, which occurred in a good crop year, when indus- 
try was productive and the country enjoyed a general pros- 
perity, aroused public indignation and forced Congress to 
take a token action against a recurrence by passing the 
Aldrich-Vreeland Act of 1908. This Act provided for the 
issuance of currency against securities in case of another 
money panic. Its provisions were put in use only during the 
last months of its being, in the early part of 1914, when the 
sudden withdrawal of large sums of European gold from 
this country, occasioned by the beginning of the First World 
War, caused a temporary money stringency. The Federal 
Reserve Act, although already law, was not yet in opera- 
tion, and the Aldrich-Vreeland Act was used as the basis 
for issuing $400 million to cover a loan due the firm of 
J. P. Morgan Company from the Bank of England. 


The real purpose of the Aldrich-Vreeland Act was the 
creation of a National Monetary Commission. Any pros- 
pective monetary legislation coming to Congress in the next 
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few years would have to be referred to this body, which 
effectively prevented the public indignation from manifest- 
ing itself in any constructive form. Two years and $300,000 
later, under the leadership of Sen. Nelson Aldrich, the 
National Monetary Commission advanced Paul Warburg’s 
Federal Reserve Plan under the name of the Aldrich Plan. 


On March 2, 1911, the New York Chamber of Com- 
merce Officially adopted a plan of its Special Currency 
Committee, of which Paul Warburg was then Chairman, 
for a Central Reserve Bank. This was the same as the 
Aldrich Plan, except for the distribution of reserves. This 
plan openly provided for the centralized reserves to be kept 
in New York, and was immediately branded as the official 
Wall Street plan, to divert attention from the Wall Street 
sympathies of the Aldrich Plan. 


The campaign for the Aldrich Plan was sincere, in that 
Aldrich and its supporters in the Republican Party honestly 
believed that they could win with it and get it enacted into 
law. More than likely they could have, had they had any- 
one less notorious than Nelson Aldrich as its head. The 
Federal Reserve Act, the official platform of Woodrow 
Wilson and the Democratic Party in 1912, was in all its 
essentials the same plan for a central bank, and was pro- 
moted by the same New York banking interests. It was an 
alternate stratagem which made it impossible for the bank- 
ers to lose. No matter who won the election, they would 
get their central bank. 


The propagandists for the Aldrich Plan carried on their 
fight without regard for opposition, as evidenced by the 
following testimony of Andrew Frame, member of the 
Executive Committee of the American Bankers’ Associa- 
tion, testifying before the House Banking and Currency 
Committee in 1913. Andrew Frame represented a group 
of Western bankers who were relatively free from the 
domination of the New York money market, and who 
were traditionally an opposition group in the American 
Bankers’ Association: 
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CHAIRMAN CARTER GLASS: Why didn’t the 
Western bankers make themselves heard when the 
American Bankers’ Association gave its unqualified, 
and, we are assured, unanimous approval of the 
scheme proposed by the National Monetary Commis- 
sion? 


ANDREW FRAME: I’m glad you called my atten- 
tion to that. When that monetary bill was given to the 
country, it was but a few days previous to the meeting 
of the American Bankers’ Association in New Orleans 
in 1911. There was not one banker in a hundred who 
had read that bill. We had twelve addresses in favor 
of it. General Hamby of Austin, Tex., wrote a letter to 
President Watts asking for a hearing against the bill. 
He did not get a very courteous answer. I refused to 
vote on it, and a great many other bankers did like- 
wise. 


MR. BULKLEY: Do you mean that no member of 
the Association could be heard in opposition to the 
bill? 


ANDREW FRAME: They throttled all argument. 


MR. KINDRED: But the report was given out that 
it was practically unanimous. 


ANDREW FRAME: The bill had already been pre- 
pared by Senator Aldrich and presented to the exec- 
utive council of the American Bankers’ Association in 
May, 1911. As a member of that council, I received a 
copy the day before they acted upon it. When the bill 
came in at New Orleans, the bankers of the United 
States had not read it. 


MR. KINDRED: Did the presiding officer simply 
rule out those who wanted to discuss it negatively? 


ANDREW FRAME: They would not allow anyone 
on the program who was not in favor of the bill. 


CHAIRMAN GLASS: What significance has the 
fact that at the next annual meeting of the American 
Bankers’ Association held at Detroit in 1912, the Asso- 
ciation did not reiterate its endorsement of the plan of 
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the National Monetary Commission, known as the Al- 
drich scheme? 


ANDREW FRAME: It did not reiterate the en- 
dorsement for the simple fact that the backers of the 
Aldrich Plan knew that the Association would not en- 
dorse it. We were ready for them, and they did not 
bring it up. 


Andrew Frame was an honest American banker with no 
international allegiances, and his testimony received little 
attention from Carter Glass, who was looking for New 
York capital to finance his Lynchburg Steel Company. 
Therefore, Chairman Carter Glass called before the House 
Committee one of the ten most powerful bankers in Amer- 
ica, and one about whom least is known, George Blumen- 
thal, partner of the international banking house of Lazard 
Freres and brother-in-law of Eugene Meyer, Jr. 


Glass effusively welcomed George Blumenthal, saying 
that “Senator O’Gorman of New York was kind enough to 
suggest your name to us.” O’Gorman figured a year later in 
preventing a Senate Committee from asking his master, 
Paul Warburg, any embarrassing questions before appoint- 
ing Warburg the first Governor of the Federal Reserve 
Board. 


George Blumenthal stated that “Since 1893 (the year of 
the great Schiff-inspired panic) my firm of Lazard Freres 
has been foremost in importations and exportations of gold 
and has thereby come in contact with everybody who had 
anything to do with it.” 


Congressman Taylor asked him, “Have you a statement 
there as to the part that you have had in the importation 
of gold into the United States?” Taylor asked this because 
the Panic of 1893 is known to economists as a classic ex- 
ample of a money panic caused by gold movements. 


“No,” replied George Blumenthal, “I have nothing at all 
on that, because it is not bearing on the question.” 
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Blumenthal was quite right. The question was whether 
Congress could deliver over the American people, lock, 
stock, and barrel into the hands of the international finan- 
ciers, and it was a waste of time to discuss the past crimes 
of the bankers. They wanted the Federal Reserve Act to 
provide a government agency which would back them up 
and help them promote their illegal schemes, and this it 
has done. 


Marriner Eccles, who was Governor of the Federal Re- 
serve Board for the duration of the Roosevelt regime, 
1933-45, recently published his autobiography, Beckoning 
Frontiers, an inspiring title of which the book is a com- 
plete refutation, for he pleads to close up frontiers and 
opportunities for individualism. Like his querulous dictator, 
F. D. Roosevelt, Marriner Eccles hated freedom. Eccles in 
this book makes a lengthy presentation of his favorite 
theory, the compensatory economy. 


The compensatory economy provides that when bankers 
and speculators clean out the people and bring them to 
their Knees, government agencies shall step in and help 
them up so that they can be fleeced again. This is the 
function of such agencies as the Securities and Exchange 
Commission, Reconstruction Finance Corporation, and doz- 
ens of others. The theory of the compensatory economy 
supplants all morality in public life, and is responsible for 
much corruption of officials in Washington. Thus, also, the 
predilection of the international bankers for putting ignor- 
ant provincials into key positions is not an idle fancy, and 
is perhaps reason for much incessant publicity for democ- 
racy. It suits the international that public officials should 
be of the stupidest type, and the guise of democracy effec- 
tively controls them. 


During the 1920’s, the role of the Federal Reserve Sys- 
tem and of the Governors of the Federal Reserve Board 
was nothing more than influential bond salesmanship for 
such firms as J. & W. Seligman Company and Kuhn, Loeb 
Company of New York. Albert Strauss, partner of J. & W. 
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Seligman, was a Governor of the Board in the 1920’s, and 
under his capable leadership (he was with Baruch at Paris 
in 1919), the System made it possible for the New York 
bankers to sell those foreign bonds by its easy money poli- 
cies which it followed throughout the 1920’s. At no time 
during these years did the System exercise its delegated 
responsibilty of protecting the American bond purchaser by 
warning him that the bonds were being issued on poor or 
nonexistent collateral. 


Edward B. Vreeland, New York subway owner and co- 
author of the Aldrich-Vreeland Act of 1908, wrote in the 
August 25, 1910, Independent (owned by Aldrich) that 
“Under the proposed monetary plan of Senator Aldrich, 
monopolies will disappear, because they will not be able 
to make more than four per cent interest, and monopolies 
cannot continue at such a low rate. Also, this will mark 
the disappearance of the government from the banking 
business.” 


Just what Mr. Vreeland meant by the government get- 
ting out of the banking business is not clear, unless he 
meant that in the future the government would have to 
pay rent on its own credit, or that the government’s credit 
would be turned over to private individuals to use for their 
own profit, in the classic tradition of the central bank. The 
$145 million worth of stock sold in the Federal Reserve 
banks in 1914 was worth, 35 years later, more than $45 
billion. It was certainly worth somebody’s time and effort 
to get the government out of the banking business. 


Nation Magazine of January 19, 1911, noted that “The 
name of Central Bank is carefully avoided, but the ‘Federal 
Reserve Association,’ the name given to the proposed cen- 
tral organization, is endowed with the usual powers and 
responsibilities of a European Central Bank.” 


After the National Monetary Commission had returned 
from Europe, it held no official meetings for nearly two 
years, nor did it ever offer any records or minutes showing 
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who had written the Aldrich Plan. Since they had held no 
meetings, the members of the Commission could hardly 
claim the Plan as their own. The sole tangible result of the 
Commission’s $300,000 expenditure was a library of thirty 
massive volumes on European banking, none of which di- 
rectly engaged the financial problems of the United States. 
Typical of these works is the thousand page history of the 
Reichsbank, the central bank which controlled money and 
credit in Germany, and whose principal stockholders were 
Paul Warburg’s family house of M. M. Warburg Company. 
The Commission’s records show that it rarely functioned 
as a deliberative body. Senator Cummins passed a resolu- 
tion in Congress ordering the Commission to report on 
January 8, 1912, and show some constructive result of its 
three years’ work. In the face of this challenge, the National 
Monetary Commission ceased to exist. 


The Aldrich Plan received sound opposition from such 
writers as Wilbur L. Stonex, who said, in the North Amer- 
ican Review of September, 1911: 


Senator Aldrich would take from the people and 
give to the bankers the absolute control of the people’s 
money. It is apparent that in such a body of bankers 
there would be no opportunity for the people, or their 
representatives, to make their wishes known effectively, 
if their wishes conflicted with those of the banking 
interests. 


It is significant that the North American Review, like 
many other periodicals which criticized the aims and pur- 
poses of the international bankers, has disappeared from 
the American scene, while other periodicals, like the Na- 
tion, have had to change their tune, and favor the inter- 
national bankers, after Maurice Wertheim of Hallgarten 
Company bought control of its stock. 


This history of the Federal Reserve Board since 1914 
shows that there has never been a method or opportunity 
for a citizen to protect his interests when the Board has 
decided upon a change of policy in the interest rate or in 
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their open market operations. Carter Glass fought all efforts 
to exclude or limit membership of bankers on the Board 
of Governors of the System, and he was abetted in this 
effort by Cordell Hull and other powerful Democratic Con- 
gressmen in 1913. Glass pointed out that if some of the 
restrictions of members of the Board were enacted, we 
would be turning over supervision of our banks to me- 
chanics and farm laborers. Glass’ horror at this idea is 
somewhat strange, since a number of mechanics and farm 
laborers voted to send him to Congress again and again for 
30 years. Also, mechanics in their unions and farm laborers 
in cooperative associations have done about as good a job 
in keeping up their credit as have most American bankers. 


Congressman Charles A. Lindbergh of Minnesota was 
one of the most forceful speakers against the Aldrich Plan. 
He said on the floor of the House of Representatives on 
December 15, 1911: 


The Aldrich Plan is the Wall Street Plan. It is a 
broad challenge to the government by the champion 
of the money trust. It means another panic, if neces- 
sary, to intimidate the people. Aldrich, paid by the 
government to represent the people, proposes a plan 
for the trusts instead. It was by a very clever move 
that the National Monetary Commission was created. 
In 1907 nature responded most beautifully and gave 
this country the most bountiful crop it had ever had. 
Other industries were busy, too, and from a natural 
standpoint all the conditions were right for a most 
prosperous year. Instead, a panic entailed enormous 
losses upon us. Wall Street knew the American people 
were demanding a remedy against the recurrence of 
such a ridiculously unnatural condition. Most Senators 
and Representatives fell into the Wall Street trap and 
passed the Aldrich-Vreeland Emergency Currency Bill. 
But the real purpose was to get a monetary commis- 
sion which would frame a proposition for amendments 
to our currency and banking laws which would suit 
the money trust. The interests are now very busy ev- 
erywhere educating the people in favor of the Aldrich 
Plan. It is reported that a large sum of money has 
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been raised for this purpose. Wall Street speculation 
brought on the Panic of 1907. The depositors’ funds 
were loaned to gamblers and anybody the money trust 
wanted to favor. Then when the depositors wanted | 
their money, the banks did not have it. That made the 
panic. 


SAMUEL UNTERMYER 


The speeches and writings of Senator LaFollette and 
Congressman Lindbergh had become rallying points for 
opposition to the Aldrich Plan in 1912. They had also 
aroused popular feeling against the power of the money 
trust, so that Congress was forced to consider taking action. 
Congressman Lindbergh said: 


The government prosecutes other trusts, but sup- 
ports the money trust. I have been waiting patiently 
for several years for an opportunity to expose the false 
money standard, and to show that the greatest of all 
favoritism is that extended by the government to the 
money trust. 


Senator LaFollette made a speech charging that a money 
trust of 50 men controlled the nation. George F. Baker, 
partner of J. P. Morgan, on being queried by reporters as 
to the truth of this sensational accusation, replied that it 
was absolutely in error. He said that he knew personally 
that not more than eight men ran this country. 


Nation Magazine replied editorially to Senator LaFollette 
that: 


“If there is a money trust, it will not be practical to 
establish that it exercises its influence either for good or 
for bad.” 


The editors of the Nation apparently had never heard of 
the Panic of 1907. However, it certainly was not practical 
to establish the power of the money trust. Senator La- 
Follette remarks in his Memoirs that that speech cost him 
the Presidency of the United States, just as Woodrow Wil- 
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son’s speech in favor of the Aldrich Plan had brought him 
at once to consideration for that office. 


Despite the Nation’s high-minded detachment, there did 
seem to be plenty of evidence that the money trust exer- 
cised its influence for bad. Not only was it despoiling the 
natural resources of the United States at a rapid rate, but 
it was not above the most ruthless application of gangster 
tactics in politics. 


Congress finally made a gesture of appeasing popular 
feeling by appointing a committee to investigate the control 
of money and credit in the United States. This was the 
Pujo Committee, which conducted the famous “money 
trust” hearing in 1912, under the leadership of Congress- 
man Arsene Pujo of Louisiana. 


The testimony given at these hearings, which dragged 
on for five months, made four volumes of some 6,000 
pages. The bankers, month after month, made the train 
trip down to Washington from New York, testified before 
the Committee, and returned to New York. The hearings 
were extremely dull, and those who had expected that 
much startling information would be turned up at these 
examinations were disappointed. The bankers solemnly 
agreed that they were bankers, insisted they operated in the 
public’s interest, and claimed that they were animated by 
the highest ideals of public service, like the Congressmen. 
Insofar as the hearings were concerned, this seemed to be 
true. The bankers were asked few questions which were 
embarrassing, and nothing was brought out which the pub- 
lic might have been excited by. The newspapers played up 
the hearings, carrying headlines each day about the money 
trust, but the paragraphs below the headlines had little in 
them that was interesting. 


The nature of the hearings may be better understood if 
we look at the man who single-handedly carried on the 
entire investigation, Samuel Untermyer. He was also one 
of the main contributors to Woodrow Wilson’s campaign 
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fund. Untermyer was one of the wealthiest corporation 
lawyers in New York. He states in his autobiography in 
Who’s Who in American Jewry of 1926, that he once re- 
ceived a $775,000 fee for a single legal transaction, the 
carrying through of the merger of the Utah Copper Com- 
pany and the Boston Consolidated and Nevada Company, 
a firm which had at that time a market value of more than 
a hundred million dollars. A man who could make nearly 
a million dollars in one operation would not be likely to 
attack sincerely the wealthy men of his own class. 


Neither Lindbergh nor LaFollette, who were responsible 
for the money trust hearings, was asked to testify or aid 
in the investigation. A great deal of favorable publicity 
accrues to politicians associated with such hearings, and 
the bankers did not wish either of these men to be noticed 
by the public. 


Samuel Untermyer was Special Counsel for the Pujo 
Committee. The congressional members of the committee, 
including its chairman, Arsene Pujo, seem to have been 
struck dumb from the moment of the hearings’ commence- 
ment to their conclusion. An examination of the thousands 
of pages of minutes reveals that these eleven Congressmen 
did not ask a dozen questions apiece during the months of 
investigation. One of these silent servants of the public 
was James Byrnes, of South Carolina, who later achieved 
fame as Bernard Baruch’s man in charge of the Office of 
War Mobilization during the Second World War. 


Such delicate subjects as the system of interlocking di- 
rectorates by which a few bankers controlled the nation’s 
finance and heavy industry were not gone into at the Pujo 
Committee hearings, nor did Samuel Untermyer see fit to 
dwell upon such items as international gold movements 
(the cause of money panics), or the international relation- 
ships between American bankers and European bankers. 
The international banking houses of Eugene Meyer, Lazard 
Freres, J. & W. Seligman, Speyer Brothers, M. M. War- 
burg, and the Rothschild Brothers, did not arouse Mr. Un- 
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termyer’s curiosity, although it was known that all of these 
family banking houses either had branches or controlled 
banking houses in New York City. When Jacob Schiff ap- 
peared before the committee, Mr. Untermyer’s adroit ques- 
tioning allowed Schiff to talk for some minutes without 
revealing any information about the banking house of 
Kuhn, Loeb Company, which Sen. Robert L. Owen had 
defined as the representatives of the European Rothschilds 
in New York. 


The aging J. P. Morgan, with only a few more months to 
live, came before the committee to justify a half century of 
financial piracy. He stated for Mr. Untermyer’s edification 
that “money is a commodity.” Mr. Untermyer did not 
quarrel with that statement. 


J. P. Morgan also declared that, in making a loan, he 
always considered a man’s character before any other 
factor; even the man’s collateral or his ability to repay 
were not as important. This astonishing observation startled 
the blase members of the committee. Here was a banker 
who began his career by swindling his own government. 
He sold faulty rifles to the Union Government at a great 
profit during the Civil War, collecting his money from the 
Treasury before he paid for his original purchase. He was 
charged with defrauding the United States. In 1895, he 
forced President Grover Cleveland to purchase a hundred 
million dollars worth of gold from the Rothschild Brothers 
after threatening to paralyze the country with another 
money panic. Mr. Untermyer, however, did not touch upon 
these incidents in the great man’s career. 


The farce of the Pujo Committee finally ended. The 
country was convinced that the New York bankers did 
have a monopoly on the nation’s money and credit. How- 
ever, the bankers and their subsidized newspapers claimed 
that the only way to break that monopoly was to enact the 
banking and currency legislation then before Congress, the 
bill which was to be passed in the following year as the 
Federal Reserve Act. The New York monopoly was to be 
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broken by turning over administration of the System to 
the most powerful of the New York bankers, Paul War- 
burg. 


WOODROW WILSON 


The Pujo Committee was the last important publicity 
which the Federal Reserve Act received before being passed 
in December, 1913. The man who signed it was President 
Woodrow Wilson, who therefore is thought to be its au- 
thor. Wilson was elected President of the United States in 
1912 on a monetary reform platform. He promised the 
people of this country that he would give them a money 
and credit law which would be free from Wall Street in- 
fluence. At last, he declared, our citizens were going to 
enjoy the benefits of their own credit, as Thomas Jefferson 
had intended and provided for in the Constitution. 


However good were Woodrow Wilson’s intentions, he 
was limited by the fact that he had been put into office by 
the biggest Wall Street banking house of them all, Paul 
Warburg’s firm of Kuhn, Loeb Company. His campaign 
for the Presidency had been entirely financed by Cleveland 
H. Dodge, of Kuhn, Loeb’s National City Bank; Jacob 
Schiff, senior partner in Kuhn, Loeb Company; Henry 
Morgenthau, Sr.; Bernard Baruch; and Samuel Untermyer. 
With such a background, as well as his earlier speeches in 
favor of the Aldrich Plan and his outspoken reverence for 
J. P. Morgan, the new, everyman’s Woodrow Wilson 
smacked of ineffectuality, if not downright hypocrisy. 


Woodrow Wilson appeared before the people during his 
campaign with a monetary reform bill written by H. Parker 
Willis, and officially sponsored by the Democratic Party. A 
study of this new bill revealed a remarkable similarity to 
the Aldrich Plan. The more idealistic, and, to the bankers, 
unrealistic provisions of the bill, providing for others than 
bankers to administer it, were soon deleted by Carter Glass’ 
House Banking and Currency Committee. 


Despite the apparently clean background of the Demo- 
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cratic Party’s bill, known as the Federal Reserve Act, it 
was not favorably received by the country at large, and 
some newspapers were unkind enough to point out its close 
kinship to the discredited Aldrich Plan. With such popular 
opposition already manifesting itself against the people’s 
choice, Woodrow Wilson, Congress did not wish to pass 
the bill. It required all the political strength of William 
Jennings Bryan, the dominant power in the Democratic 
Party, to get Congress to pass the Act. 


The Federal Reserve Act, although it was a brother to 
the Aldrich Plan, was ballyhooed as a people’s plan. It 
promised the American people everything. First of all, it 
promised to liberate the farmer from his yearly needs for 
credit to get his crops harvested and send them to market. 
Heretofore, he had had to go to the bank and mortgage his 
property for that money. According to the Act’s propo- 
nents, he could get plenty of credit at the Reserve bank. 
This was a bid to get the National Granges to come out in 
favor of the bill, but they did not rise to the bait. They re- 
fused to endorse it, pointing out that its control techniques 
were not likely to benefit anybody but the bankers, and 
this was proved when the Federal Reserve System caused 
the Agricultural Depression of 1920-21. 


The next benefit of the Federal Reserve Act, it was 
claimed, was that it would stabilize the monetary unit and 
give the dollar a consistent and balanced purchasing power. 
This was the provision insisted upon by Sen. Robert L. 
Owen, co-author of the Owen-Glass Act, as the Federal 
Reserve legislation was known in Congress. Glass struck 
out this stabilization provision. Senator Owen later wrote: 


“I was unable to keep this mandatory provision in the 
bill because of the secret hostilities developed against it, the 
origin of which at that time I did not fully understand.” 


The Federal Reserve Act as signed by Woodrow Wilson 
contained no stabilization mechanism, but it did contain 
plenty of factors which would make stabilization impossible. 
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Its manipulation of the discount rate to vary the amount 
of money in circulation, and its open market operations, 
dumping quantities of Government securities on the New 
York Exchange or withholding them to create credit ex- 
pansion or contraction, were the conditions directly respon- 
sible for the greatest disaster this country has ever suffered, 
the Great Depression of 1929-39. 


The hostility of the influences behind the Federal Re- 
serve Act towards any kind of monetary stabilization has 
been expressed in the official publications and statements 
of the Governors. Marriner Eccles, Chairman of the Board 
of Governors of the Federal Reserve System, issued a mem- 
orandum March 13, 1939, stating that: 


“The Board of Governors of the Federal Reserve System 
opposes any bill which proposes a stable price level.” 


Another bit of propaganda for the Federal Reserve Act 
in 1913 was the claim that it would perform many banking 
services for the government without charge. At the Senate 
OPA hearings in 1941, Rep. Wright Patman inquired of 
Marriner Eccles: 


“Governor Eccles, when did the Federal Reserve System 
start charging the government agencies a service charge?” 


“I really could not say,” replied Mr. Eccles. 


“Wasn’t it intended when the Federal Reserve Act was 
passed that the Federal Reserve Bank would render this 
service without charge—since under the Act the govern- 
ment would give them the use of the government’s credit 
free?” asked Mr. Patman. 


“I wouldn’t think so,” answered Mr. Eccles. 


To get the Federal Reserve Act made into law, the main 
lie used in the flood of speeches and writings poured out 
in favor of it was the claim that the nation’s money and 
credit would be released from the domination of a few 
Wall Street bankers. The findings of the Pujo Committee 
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were used to frighten the people into submitting to the 
monetary monster which had them at its mercy. You have 
got to save yourselves, the spokesmen for the Federal Re- 
serve Act declared, and your savior is this Federal Reserve 
System. These spokesmen, led by Rep. Carter Glass of 
Virginia, said that they had devised the perfect way to 
emasculate the power of Wall Street, namely, the regional 
Reserve System, which would divide the country up into 
eight or twelve Reserve bank districts, depending on wheth- 
er Mr. Glass or Mr. Warburg made the final choice. Each 
of these districts would have equal power and equal repre- 
sentation in the administration of the entire Reserve Sys- 
tem. It was a completely democratic and almost perfect 
solution. Under the Glass (or Warburg) proposal, Kansas 
City or Denver would have as much control over the na- 
tion’s money and credit as New York. 


There was only one thing wrong with Glass’ system. It 
ignored the fact that the nation’s money market was in 
New York. Even Marriner Eccles knew that, for he stated 
at the OPA hearings that: 


“New York is the only money market you have in this 
country.” This meant that these other reserve banks would 
have to go to the Federal Reserve Bank of New York 
whenever they wanted anything, and that they would have 
to follow the wishes of the Governor of that bank. Conse- 
quently, the Federal Reserve System was to fall into the 
hands of two men during the first 15 years of its existence, 
Paul Warburg of Kuhn, Loeb Company, and Benjamin 
Strong of J. P. Morgan Company; both of these men were 
at Jekyll Island when the banking legislation had been 
written, and both of them knew how to control it. War- 
burg was on the Board of Governors for four years, and 
for the ten years after that he dominated the Board by his 
position as President of the Federal Advisory Council and 
as President of the American Acceptance Council. Benja- 
min Strong was Governor of the Federal Reserve Bank of 
New York from its opening in 1914 until his death in 1928, 
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during a congressional investigation of the System. That is 
how Woodrow Wilson freed the nation’s money and credit 
from New York bankers. The regional Reserve System 
could not be anything but a farce. It was designed solely to 
convince the American people that control of our financial 
resources was being taken out of Wall Street hands, and, 
once that was done, the Congressmen could vote for the 
Federal Reserve Act without fear of reprisal from their 
constituents. 


A Democratic President and a Democratic Congress had 
been elected in 1912 to get this bill through. Rep. Carter 
Glass of Virginia, Chairman of the House Banking and 
Currency Committee, gets credit along with Wilson for 
finally passing the Act, although all that Wilson did was to 
sign on the dotted line. Woodrow Wilson was regarded 
generally by the leaders of the Democratic Party as a new- 
comer and a stuffed shirt. Consequently, he enjoyed little 
power as President except for the patronage powers he pos- 
sessed. He could do little towards actually getting Congress 
to pass the Federal Reserve Act. That job was done by the 
man who was the Democrat in the minds of the American 
people, William Jennings Bryan. He acted as Democratic 
whip to get the Act passed, and he was rewarded by being 
made Secretary of State. He later wrote that: 


“In my long political career, the one thing I genuinely 
regret is my part in getting the banking and currency leg- 
islation enacted into law.” 


To confuse the American people still further and to blind 
them to the real purpose of the Federal Reserve Act, the 
chief proponents of the Aldrich Plan, Sen. Nelson Aldrich 
and Frank Vanderlip, set up an enthusiastic hue and cry 
against the bill. They gave interviews to reporters and poli- 
ticlans, anywhere they could find an audience, denouncing 
the Democratic Party’s banking legislation as inimical to 
bankers and to good government. The old issue of inflation 
was raised because of the Act’s provisions for printing 
Federal Reserve Notes. Both Aldrich and Vanderlip spoke 
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against “fiat money,” that is, enough money being put into 
circulation to assure proper distribution of goods and serv- 
ices among the people. Indeed such was their enthusiasm 
in speaking against the Federal Reserve Act that they re- 
versed themselves on several matters they had already 
plugged for in the Aldrich Plan, which brings to mind my 
grandfather’s adage that “liars should have good mem- 
ories.” 


The Nation, on October 23, 1913, pointed out that: 

Mr. Aldrich himself raised a hue and cry over the 
issue of government “fiat money,” that is, money is- 
sued without gold or bullion back of it, although a bill 
to do precisely that had been passed in 1908 with his 
own name as author, and he knew besides, that the 
“government” had nothing to do with it, that the Fed- 
eral Reserve Board would have full charge of the is- 
suing of such moneys. 


The Nation was the only public organ, so far as I can 
find out, which pointed out that the issue of the money of 
the United States was being turned over to a body of men 
who were neither elected nor answerable to electors. Later, 
under Maurice Wertheim, it no longer pointed such criti- 
cisms. Aldrich and Vanderlip, in attacking the Federal Re- 
serve Act on these grounds, were throwing up a smoke 
screen to make people think that the big bankers were 
afraid of the Act. Paul Warburg discreetly remained silent 
during the campaign for and against this legislation. He 
had already arranged, through his private emissary to Pres- 
ident Wilson, the ubiquitous Colonel House, that if the Act 
were passed, Warburg would be chosen one of the first 
Governors. 


Frank Vanderlip, however, threw himself into the com- 
edy with such gusto that Sen. Robert L. Owen, chairman 
of the Senate Banking and Currency Committee, openly 
accused him of carrying on a campaign of misrepresenta- 
tion about the bill, as indeed he was. Owen pointed out 
that Vanderlip, President of the National City Bank of 
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New York, was objecting to just those provisions in the 
Reserve Plan which he had fought for in the Aldrich Plan. 
Had Senator Owen known that both plans had originated 
during the secret expedition to Jekyll Island, he might have 
been even more vehement in denouncing Mr. Vanderlip. 
The first public reference to the Jekyll Island adventure, 
however, was not to appear for three more years, and no 
one in Washington mentioned it. 


Practically all the newspapers and magazines which had 
any considerable circulation favored the Federal Reserve 
Act. No economic journal dared to compare the Act with 
the Aldrich Plan, but such a comparison would show that 
on most matters, including the introduction of trade ac- 
ceptances into this country, there was no appreciable dif- 
ference between the two plans, nor should there have been, 
since they were written by the same people. The editorial 
comments in 1913 agreed that if this bill became law, we 
would enter upon a period of general prosperity such as 
we had never known. The other extravagant claims for the 
Federal Reserve Act, its supposed benefits to the farmers, 
its purpose of stabilizing the integer of account (monetary 
unit), its functions of performing banking services for the 
national government without charge, and our complete 
emancipation from Wall Street domination, all have been 
shown to be lies by the events of the past 35 years. The 
Federal Reserve System has done none of these things, but 
the biggest lie was that it would end money panics and 
business depressions. We were to have no more bank fail- 
ures, no more farms seized by mortgage holders, no more 
factories closing down or unemployment. The Federal Re- 
serve System could have done a great deal towards ending 
these things, but it has exerted its influence in the opposite 
direction. 


The record of the Federal Reserve System proves that it 
doublecrossed the farmers of America at a secret meeting 
on May 18, 1920, when it raised the rate to 7 per cent on 
agricultural paper and precipitated the Agricultural De- 
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pression of 1920-21. It proves that the Board of Governors 
met with the heads of the great European central banks 
to make agreements which brought on the Great Depression 
of 1929-39, after most of our money had been poured into 
Wall Street because of the easy money policies and credit 
expansion activities of the System. It proves that the cen- 
tral bank mechanism of the Federal Reserve System in- 
volved us in the First World War and the Second World 
War, and that it is making the Third World War inevitable. 


CARTER GLASS 


Despite the growing publicity for the Federal Reserve 
Act and the influence of William Jennings Bryan on the 
Democratic Congress, many Senators and Representatives 
who were familiar with the banking and currency legis- 
lation’s import were not yet willing to wreck the Constitu- 
tion and double-cross their constituents by voting for such 
a bill. The Senate Banking and Currency Committee was 
ready to write its own version of the Owen-Glass Bill which 
Rep. Carter Glass, Chairman of the House Banking and 
Currency Committee, was ready to send them, but Owen’s 
contribution to the bill, the stabilization of the monetary 
unit (integer of account) had already been stricken out of 
the Act. The hearings before the two committees dragged 
on for many weeks. Many of the same bankers who had 
come down from New York to tell all before the Pujo 
Committee now appeared before Congress to speak in favor 
of the Federal Reserve Act, a coincidence which the news- 
papers let pass unnoticed. 


Andrew Frame stated before the House Committee that 
the plan still smacked too much of the government mon- 
archies of Europe, and that it was not in accord with our 
institutions. This was as close as anybody came to calling 
the Act unconstitutional, which it was, since it proposed 
to remove Congress’ power of issuing money and credit 
and turn it over to an appointive body. 


Frank Vanderlip declared before the Senate Committee 
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that he now favored the Act, a second reversal of policy in 
as many months. He had come to the conclusion, he said, 
that the plan would proceed along democratic lines, since 
the President would appoint all Board members for ten 
year terms. 


Senator Weeks inquired of him, “Should the Federal Re- 
serve hearings be public, as these hearings are before this 
committee?” 


“No,” replied Mr. Vanderlip, “they are not exactly hear- 
ings, they are official meetings.” The President of the Na- 
tional City Bank evidently felt that democracy was all right, 
but that it had to stop somewhere. Carter Glass agreed 
with him, when he wrote in Adventure in Constructive 
Finance that: 


“The meetings of the Federal Reserve Board are bank 
board meetings, and neither the public or reporters should 
be present.” Neither Vanderlip nor Glass appears to con- 
sider the fact that these “bank board meetings” would be 
making decisions which would have a more important and 
more direct impact on the welfare of the American people 
than the decisions of Congress. 


Senator Root also raised the charge of inflation, claiming 
that under the Federal Reserve Act, note circulation would 
always expand indefinitely, causing great inflation. The 
history of the Federal Reserve System refutes this charge. 
The System has, if anything, kept the note circulation below 
the amount needed to carry on business and commerce in 
this country, except during the two World Wars, when it 
did double and triple the circulation. Even after the Great 
Depression of 1929-39, when so much of the circulating 
medium had been withdrawn that the American people had 
to print their own money on wood and paper, the Federal 
Reserve System did not increase the amount of notes in 
circulation. 


At the House Committee on Banking and Currency 
Hearings of 1913, Mr. Paul Warburg testified as follows: 
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I am a member of the banking firm of Kuhn, Loeb 
Company. I came over to this country in 1902, having 
been born and educated in the banking business in 
Hamburg, Germany, and studied banking in London 
and Paris, and have gone all around the world. In the 
Panic of 1907, the first suggestion I made was “Let us 
get a national clearing house.” The Aldrich Plan con- 
tains some things which are simply fundamental rules 
of banking. Your aim in this plan (the Owen-Glass 
Bill) must be the same—centralizing of reserves, mo- 
bilizing commercial credit, and getting an elastic note 
issue. 


Paul Warburg was the most clever of the important New 
York bankers. In all his writings and speeches and testi- 
monials before Congress, he never made a misstatement. 
For instance, he did not bother to mention at this appear- 
ance that the banking business he had been brought up in 
in Hamburg, Germany, was his own family banking house 
of M. M. Warburg Company, a fact which might have 
been brought up later when he was nominated for the 
Board of Governors of the Federal Reserve System. War- 
burg’s term “mobilization of credit” was no accident, for 
the First World War was due to begin in a few months, and 
the first big job of the System would be to finance the 
Allies in their war against Germany. 


Leslie Shaw, banker from Philadelphia, dissented with 
most of the other witnesses at these hearings when he testi- 
fied that: 


Under the Aldrich Plan the bankers are to have 
local associations and district associations, and when 
you have a local organization, the centered control is 
assured. Suppose we have a local association in In- 
dianapolis; can you not name the three men who will 
dominate that association? And then can you not name 
the one man who will dominate the three? The same is 
true in Richmond and everywhere else. When you 
have hooked the banks together, they can have the 
biggest political influence of anything in this country, 
with the exception of the newspapers. 
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Mr. Shaw did not know that many newspapers were al- 
ready owned by or mortgaged to, big banks, or that Frank 
Munsey, agent for J. P. Morgan Company sometimes 
bought newspapers to promote a single big stock issue, and 
sold these periodicals as soon as the stock was unloaded. 


The most fiery of the opponents to the Federal Reserve 
Act was a lawyer from Cleveland, Ohio, named Alfred 
Crozier, who was the most outspoken critic of the Wall 
Street banking fraternity. He had written a book in 1912 
entitled U.S. Money vs. Corporation Currency, which at- 
tacked the Aldrich-Vreeland Act of 1908 as a Wall Street 
instrument and pointed out that when our government had 
to issue money based on privately owned securities, we 
were no longer a free nation, The Federal Reserve System 
allowed the issue of notes on the privately owned shares 
of the Federal Reserve Banks. 


Crozier suggested to the Senate Committee that: 


It should prohibit the granting or calling in of loans 
for the purpose of influencing quotation prices of se- 
curities and the contracting of loans or increasing in- 
terest rates in concert by the banks to influence public 
opinion or the action of any legislative body. Within 
recent months the Secretary of the Treasury of the 
United States was reported in the open press as charg- 
ing specifically that there was a conspiracy among cer- 
tain of the large banking interests to put a contraction 
upon the currency and to raise interest rates for the 
sake of making the public force Congress into passing 
currency legislation desired by those interests. The so- 
called administration currency bill grants just what 
Wall Street and the big banks for 25 years have been 
striving for, that is, PRIVATE INSTEAD OF PUB- 
LIC CONTROL OF CURRENCY. It does this as 
completely as the Aldrich bill. Both measures rob the 
government and the people of all effective control over 
the public’s money, and vest in the banks exclusively 
the dangerous power to make money among the people 
scarce or plenty. The Aldrich bill puts this power in 
one central bank. The Administration bill puts it in 
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twelve regional central banks, all owned exclusively 
by the identical private interests that would have 
owned and operated the Aldrich Bank. President Gar- 
field shortly before his assassination declared that 
whoever controls the supply of currency would control 
the business and activities of all the people. Thomas 
Jefferson warned us a hundred years ago that a private 
central bank issuing the public currency was a greater 
menace to the liberties of the people than a standing 
army. 


As the House spokesman for the Democratic Party, Rep. 
Carter Glass took occasion to make public the stormy rec- 
ord of the Republican organization, the National Monetary 
Commission, in its failure to prepare adequate banking 
and currency legislation. His House Report in 1913 said: 


Senator MacVeagh fixes the cost of the National 
Monetary Commission to May 12, 1911, at $207,130. 
They have since spent another hundred thousand dol- 
lars of the taxpayers’ money. The work done at such 
cost cannot be ignored, but, having examined the ex- 
tensive literature published by the Commission, the 
Banking and Currency Committee finds little that 
bears upon the present state of the credit market of 
the United States. We object to the Aldrich Bill on 
the following points: 


Its entire lack of adequate government or public 
control of the banking mechanism it sets up. 


Its tendency to throw voting control into the hands 
of the large banks of the system. 


The extreme danger of inflation of currency inherent 
in the scheme. 


The insincerity of the bond-refunding plan provided 
for by the measure, there being a barefaced pretense 
that this system was to cost the government nothing. 


The dangerous monopolistic aspects of the bill. 


Our Committee at the outset of its work was met by 
a well-defined sentiment in favor of a central bank, 
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which was the manifest outgrowth of the work that 
had been done by the National Monetary Commission. 


Representative Glass’ denunciation of the Aldrich Bill as 
a central bank ignored the fact that his own Federal Re- 
serve System would fulfill all the functions of a central 
bank, that is, its stock would be owned by private stock- 
holders who could use the government’s credit for their 
own profit, since they would have the privilege of note 
issue on the government’s credit; it would have control of 
the nation’s money and credit resources; and it would 
finance the government by mobilizing credit in time of war. 
The Federal Reserve System was acknowledged by econo- 
mists in 1913 to be a bank of issue like the European 
central banks. 


The Federal Reserve Act as Carter Glass presented it 
was passed by the House virtually intact. It then went to the 
Senate Committee on Banking and Currency, where such 
provisions of the Aldrich Bill as were deemed necessary 
were restored to it. In the Senate debate on the bill, Senator 
Stone said on December 12, 1913: 


The great banks for years sought to have and con- 
trol agents in the Treasury to serve their purposes. 
Let me quote from this World article, “Just as soon 
as Mr. McAdoo came to Washington, a woman whom 
the National City Bank had installed in the Treasury 
Department to get advanced information on the con- 
dition of banks, and other matters of interest to the big 
Wall Street group, was removed. Immediately the Sec- 
retary and the Assistant Secretary, John Skelton Wil- 
liams, were criticized severely by the agents of the 
Wall Street group.” 


I myself have known more than one occasion when 
bankers refused credit to men who opposed their po- 
litical views and purposes. When Senator Aldrich and 
others were going around the country exploiting this 
scheme, the big banks of New York and Chicago were 
engaged in raising a munificent fund to bolster up the 
Aldrich propaganda. I have been told by bankers of 
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my own state that contributions to this exploitation 
fund had been demanded of them and that they had 
contributed because they were afraid of being black- 
listed or boycotted. There are bankers of this country 
who. are enemies of the public welfare. In the past, a 
few great banks have followed policies and projects 
that have paralyzed the industrial energies of the coun- 
try to perpetuate their tremendous power over the 
financial and business industries of America. 


The Federal Reserve Act, as altered by the Senate, was 
finally passed on December 22, 1913, and went to Wood- 
row Wilson for his signature. Colonel House’s connection 
with Warburg and the Act are revealed in the volume The 
Intimate Papers of Colonel House. This journal contains 
the following notes: 


Dec. 19, 1912. I talked with Paul Warburg over the 
telephone regarding the currency reform. I told of my 
trip to Washington and what I had done there to get 
it in working order. I told him that the Senate and the 
Congressmen seemed anxious to do what he desired, 
and that President-elect Wilson thought straight con- 
cerning the issue. 


March 13, 1913. Warburg and I had an intimate 
discussion regarding currency reform. 


March 27, 1913. Mr. J. P. Morgan, Jr. and Mr. 
Denny of his firm came promptly at five. McAdoo 
came about ten minutes afterward. Morgan had a 
currency plan already printed. I suggested he have it 
typewritten, so it would not seem too prearranged, 
and send it to Wilson and myself today. 


Oct. 13, 1913. Paul Warburg was my first caller 
today. He came to discuss the currency measure. There 
are many features of the Owen-Glass Bill that he does 
not approve. I promised to put him in touch with 
McAdoo and Senator Owen so that he might discuss 
it with them. 


Nov. 17, 1913. Paul Warburg telephoned about his 
trip to Washington, Later, he and Mr. Jacob Schiff 
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came over for a few minutes. Warburg did most of the 
talking. He had a new suggestion in regard to group- 
ing the regular reserve banks so as to get the units 
welded together and in easier touch with the Federal 
Reserve Board.* 


Warbureg’s plan to get the units welded together was 
merely an indication of his anxiety to get them under as 
tight a control as possible. House’s papers also reveal that 
it was he who gave Warburg’s name to Wilson as candidate 
for Governor of the first Federal Reserve Board. Wilson 
approved the choice because of Warburg’s interest and 
experience in currency problems under both Republican 
and Democratic administrations. 


Woodrow Wilson had been piqued by the consistent op- 
position to the Federal Reserve Act in Congress, and he 
was haunted by the fear that he would not be able to de- 
liver the goods to his employers. When the bill finally 
reached him, on December 23, 1913, he refused at first to 
sign it, because of the provisions for the selection of Class 
B Directors. Bernard Baruch, relates William L. White in 
his biography of that great man, a principal contributor to 
Wilson’s campaign fund, hurried over to the White House 
and told Wilson it did not matter. That could be fixed up 
later; the main thing was to get the thing signed into law. 
With this reassurance, Wilson signed the Federal Reserve 


*Colonel House was spoken of by Rabbi Wise in his autobiography, 

Challenging Years, as the unofficial Secretary of State. It would be 
more appropriate to call House our unofficial President during the 
Wilson years, for it was House who was representing us at Versailles. 
When Wilson came over, the European politicians laughed at him 
for his self-importance. They knew who pulled his strings. 
House also writes in his memoirs that he and Wilson knew that in 
passing the Federal Reserve Act they had created an instrument 
more powerful than the Supreme Court. The Federal Reserve Board 
of Governors is a Supreme Court of Finance, and it forced the Su- 
preme Court to its knees in 1935, when the Justices were made to 
approve the criminal conspiracy of Roosevelt, Morgenthau, and the 
international gold dealers to alter the price of gold. If the Justices 
had disapproved, writes Secretary of the Treasury Morgenthau, “We 
were ready to rush through an alternate policy.” 
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Act on that December 23, 1913. On that day, the Constitu- 
tion ceased to be the governing covenant of the American 
people, and our liberties were handed over to a small group 
of international bankers. 


That same day, Representative Moore of Kansas said, 
on the floor of the House of Representatives: 


The President of the United States now becomes 
the absolute dictator of all the finances of the country. 
He appoints a controlling board of seven men, all of 
whom belong to his political party, even though it is a 
minority. The Secretary of the Treasury is to rule su- 
preme whenever there is a difference of opinion be- 
tween himself and the Federal Reserve Board. AND, 
only one member of the Board is to pass out of office 
while the President is in office. 


The ten year terms of office of the members of the 
Board, lengthened by the Banking Act of 1935 to FOUR- 
TEEN YEARS, meant that these dictators of finance, al- 
though not elected by the people, held office longer than 
any elected official. Now, they hold office longer than three 
Presidents. 


It remained for Congressman Lindbergh to make the 
final statement on the swindle which had been perpetrated 
on the American people. Speaking after Representative 
Moore on that day of December 23, 1913, he said: 


This Act establishes the most gigantic trust on earth. 
When the President signs this bill, the invisible govern- 
ment by the monetary power will be legalized. The 
people may not know it immediately, but the day of 
reckoning is only a few years removed. The trusts will 
soon realize that they have gone too far even for their 
own good. The people must make a declaration of 
independence to relieve themselves from the monetary 
power. This they will be able to do by taking control 
of Congress. Wall Streeters could not cheat us if you 
Senators and Representatives did not make a humbug 
of Congress. The division of Congress into political 
parties is a crime. The main object of the bosses in 
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both political parties is to get offices and grant special 
favors at the people’s expense. This is inherently a na- 
tional government, and that is why party government 
is unsuccessful in dealing with economic problems. If 
we had a people’s Congress, there would be stability. 
The greatest crime of Congress is its currency system. 
The worst legislative crime of the ages is perpetrated 
by this banking and currency bill. The caucus and the 
party bosses have again operated and prevented the 
people from getting the benefits of their own govern- 
ment. 


Lindbergh was overly optimistic in thinking that the 
trust dictatorship of the United States would last only a 
few years. The American people have been kept from rising 
against oppression at home by being sent abroad to fight 
in two world wars in which we as a people had no imme- 
diate political or economic stake. Between wars, two great 
depressions have kept our people scrambling for their daily 
bread. They have not had time to object to anything. Lind- 
bergh’s theory that party government is unsuccessful in 
dealing with economic problems could neither be proved or 
disproved, because party government has not dealt with 
economic problems since the days of Jefferson and Adams. 
The architects and contrivers of the economic inequalities 
and instabilities existing in this country are the leaders and 
owners of the major political parties. They will not move 
to improve them. 


CHAPTER ALL 


CONGRESSMAN McFADDEN’S 
SPEECH ON THE FEDERAL 
RESERVE SYSTEM 


Rep. Louis T. McFadden (R-Pa.) rose from office boy 
to become cashier and president of the First National 
Bank, Canton, Pa., before being elected to the U.S. Con- 
gress. There he served with distinction for 20 years, in- 
cluding 12 years as Chairman of the Committee on 
Banking and Currency, making him one of the foremost 
financial authorities in America. Relentlessly he fought for 
fiscal integrity and a return to constitutional government. 


On June 10, 1932, in the midst of the Great Depres- 
sion, he addressed the House of Representatives. His 
historic speech was included in his testimony later before 
the Rules Committee, in connection with his Herculean 
efforts to obtain a sweeping investigation of the entire 
Federal Reserve System, and has been widely reprinted 
since then. 


Here for the first time outside the Halls of Congress is 
the complete text of his powerful and prophetic message, 
as it appeared on pages 12595-12603 of the Congressional 
Record: 


Mr. McFADDEN. Mr. Chairman, at the present 
session of Congress we have been dealing with emer- 
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gency situations. We have been dealing with the 
effect of things rather than with the cause of things. 
In this particular discussion I shall deal with some of 
the causes that lead up to these proposals. There are 
underlying principles which are responsible for con- 
ditions such as we have at the present time and I 
shall deal with one of these in particular which is 
tremendously important in the consideration that you 
are now giving to this bill. 


Mr. Chairman, we have in this country one of the 
most corrupt institutions the world has ever known. 
I refer to the Federal Reserve Board and the Federal 
Reserve banks. The Federal Reserve Board, a gov- 
ernment board, has cheated the Government of the 
United States and the people of the United States out 
of enough money to pay the national debt. The depre- 
dations and the iniquities of the Federal Reserve 
Board and the Federal Reserve banks acting together 
have cost this country enough money to pay the 
national debt several times over. This evil institution 
has impoverished and ruined the people of the United 
States; has bankrupted itself, and has practically 
bankrupted our government. It has done this through 
the defects of the law under which it operates, 
through the maladministration of that law by the 
Federal Reserve Board, and through the corrupt prac- 
tices of the moneyed vultures who control it. 


Some people think the Federal Reserve banks are 
United States Government institutions. They are not 
government institutions. They are private credit mo- 
nopolies which prey upon the people of the United 
States for the benefit of themselves and their foreign 
customers; foreign and domestic speculators and 
swindlers; and rich and predatory money lenders. 
In that dark crew of financial pirates there are those 
who would cut a man’s throat to get a dollar out of 
his pocket; there are those who send money into 
states to buy votes to control our legislation; and 
there are those who maintain an international propa- 
ganda for the purpose of deceiving us and of whee- 
dling us into the granting of new concessions which 
will permit them to cover up their past misdeeds 
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and set again in motion their gigantic train of crime. 


Those 12 private credit monopolies were deceit- 
fully and disloyally foisted upon this country by 
bankers who came here from Europe and who repaid 
us for our hospitality by undermining our American 
institutions. Those bankers took money out of this 
country to finance Japan in a war against Russia. 
They created a reign of terror in Russia with our 
money in order to help that war along. They insti- 
gated the separate peace between Germany and Rus- 
sia and thus drove a wedge between the allies in 
the World War. They financed Trotsky’s mass meet- 
ings of discontent and rebellion in New York. They 
paid Trotsky’s passage from New York to Russia 
so that he might assist in the destruction of the Rus- 
sian Empire. They fomented and instigated the Rus- 
sian revolution and they placed a large fund of 
American dollars at Trotsky’s disposal in one of their 
branch banks in Sweden so that through him Russian 
homes might be thoroughly broken up and Russian 
children flung far and wide from their natural pro- 
tectors. They have since begun the breaking up of 
American homes and the dispersal of American chil- 
dren. 


It has been said that President Wilson was deceived 
by the attentions of these bankers and by the philan- 
thropic poses they assumed. It has been said that 
when he discovered the manner in which he had 
been misled by Colonel House, he turned against that 
busybody, that “holy monk” of the financial empire, 
and showed him the door. He had the grace to do 
that, and in my opinion he deserves great credit for it. 


President Wilson died a victim of deception. When 
he came to the Presidency, he had certain qualities of 
mind and heart which entitled him to a high place 
in the councils of this Nation; but there was one 
thing he was not and which he never aspired to be; 
he was not a banker. He said that he knew very little 
about banking. It was, therefore, on the advice of 
others that the iniquitous Federal Reserve Act, the 
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death warrant of American liberty, became law in 
his administration. 


Mr. Chairman, there should be no partisanship in 
matters concerning the banking and currency affairs 
of this country, and I do not speak with any. 


In 1912 the National Monetary Association, under 
the chairmanship of the late Senator Nelson W. Al- 
drich, made a report and presented a vicious bill 
called the National Reserve Association bill. This 
bill is usually spoken of as the Aldrich bill. Senator 
Aldrich did not write the Aldrich bill. He was the 
tool, but not the accomplice, of the European-born 
bankers who for nearly 20 years had been scheming 
to set up a central bank in this country and who in 
1912 had spent and were continuing to spend vast 
sums of money to accomplish their purpose. 


The Aldrich bill was condemned in the platform 
upon which Theodore Roosevelt was nominated in 
the year 1912, and in that same year, when Woodrow 
Wilson was nominated, the Democratic platform, as 
adopted at the Baltimore convention, expressly stated: 
“We are opposed to the Aldrich plan for a central 
bank.” This was plain language. The men who ruled 
the Democratic Party then promised the people that 
if they were returned to power there would be no 
central bank established here while they held the 
reins of government. Thirteen months later that prom- 
ise was broken, and the Wilson administration, under 
the tutelage of those sinister Wall Street figures who 
stood behind Colonel House, established here in our 
free country the worm-eaten monarchical institution 
of the “king’s bank” to control us from the top down- 
ward, and to shackle us from the cradle to the grave. 
The Federal Reserve Act destroyed our old and char- 
acteristic way of doing business; it discriminated 
against our Oone-name commercial paper, the finest in 
the world; it set up the antiquated two-name paper, 
which is the present curse of this country, and which 
has wrecked every country which has ever given it 
scope; it fastened down upon this country the very 
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tyranny from which the framers of the Constitution 
sought to save us. 


One of the greatest battles for the preservation of 
this Republic was fought out here in Jackson’s day, 
when the Second Bank of the United States, which 
was founded upon the same false principles as those 
which are exemplified in the Federal Reserve Act, 
was hurled out of existence. After the downfall of 
the Second Bank of the United States in 1837, the 
country was warned against the dangers that might 
ensue if the predatory interests, after being cast out, 
should come back in disguise and unite themselves to 
the Executive, and through him acquire control of 
the government. That is what the predatory interests 
did when they came back in the livery of hypocrisy 
and under false pretenses obtained the passage of the 
Federal Reserve Act. 


The danger that the country was warned against 
came upon us and is shown in the long train of hor- 
rors attendant upon the affairs of the traitorous and 
dishonest Federal Reserve Board and the Federal Re- 
serve banks. Look around you when you leave this 
chamber and you will see evidences of it on all sides. 
This is an era of economic misery and for the condi- 
tions that caused that misery, the Federal Reserve 
Board and the Federal Reserve banks are fully liable. 
This is an era of financed crime and in the financing 
of crime, the Federal Reserve Board does not play 
the part of a disinterested spectator. 


It has been said that the draughtsman who was 
employed to write the text of the Federal Reserve bill 
used the text of the Aldrich bill for his purpose. It 
has been said that the language of the Aldrich bill 
was used because the Aldrich bill had been drawn up 
by expert lawyers and seemed to be appropriate. It 
was indeed drawn up by lawyers. The Aldrich bill was 
created by acceptance bankers of European origin in 
New York City. It was a copy and in general a trans- 
lation of the statutes of the Reichsbank and other 
European central banks. 
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Half a million dollars was spent on one part of the 
propaganda organized by those same European bank- 
ers for the purpose of misleading public opinion in 
regard to it, and for the purpose of giving Congress 
the impression that there was an overwhelming pop- 
ular demand for that kind of banking legislation and 
the kind of currency that goes with it, namely, an 
asset currency based on human debts and obligations 
instead of an honest currency based on gold and 
silver values. Dr. H. Parker Willis had been employed 
by the Wall Street bankers and propagandists and 
when the Aldrich measure came to naught and he 
obtained employment from CARTER GLAss to assist 
in drawing a banking bill for the Wilson administra- 
tion, he appropriated the text of the Aldrich bill for 
his purpose. There is no secret about it. The text of 
the Federal Reserve Act was tainted from the begin- 
ning. 


Not all of the Democratic Members of the Sixty- 
third Congress voted for this great deception. Some 
of them remembered the teachings of Jefferson; and, 
through the years, there have been no criticisms of 
the Federal Reserve Board and the Federal Reserve 
banks so honest, so outspoken, and so unsparing as 
those which have been voiced here by Democrats. 
Again, although a number of Republicans voted for 
the Federal Reserve Act, the wisest and most con- 
servative members of the Republican Party would 
have nothing to do with it and voted against it. A 
few days before the bill came to a vote, Sen. Henry 
Cabot Lodge, of Massachusetts, wrote to Sen. John 
W. Weeks as follows: 


New York City, December 17, 1913. 


My DEAR SENATOR WEEKS: * * * Throughout my 
public life I have supported all measures designed to 
take the government out of the banking business 
* * * This bill puts the government into the bank- 
ing business as never before in our history and makes, 
as I understand it, all notes government notes when 
they should be bank notes. 


146 THE FEDERAL RESERVE BANK 


The powers vested in the Federal Reserve Board 
seem to me highly dangerous, especially where there 
is political control of the board. I should be sorry 
to hold stock in a bank subject to such domination. 
The bill as it stands seems to me to open the way 
to a-vast inflation of the currency. There is no neces- 
sity of dwelling upon this point after the remarkable 
and most powerful argument of the senior Senator 
from New York. I can be content here to follow the 
example of the English candidate for Parliament who 
thought it enough “to say ditto to Mr. Burke.” I will 
merely add that I do not like to think that any law 
can be passed which will make it possible to sub- 
merge the gold standard in a flood of irredeemable 
paper currency. 


I had hoped to support this bill, but I can not vote 
for it as it stands, because it seems to me to contain 
features and to rest upon principles in the highest 
degree menacing to our prosperity, to stability in 
business, and to the general welfare of the people 
of the United States. 


Very sincerely yours, 
HENRY CABOT LODGE. 


In the 18 years which have passed since Senator 
Lodge wrote that letter of warning all of his predic- 
tions have come true. The government is in the bank- 
ing business as never before. Against its will it has 
been made the backer of horsethieves and card sharps, 
bootleggers, smugglers, speculators, and swindlers in 
all parts of the world. Through the Federal Reserve 
Board and the Federal Reserve banks the riffraff of 
every country is operating on the public credit of 
the United States Government. Meanwhile, and on 
account of it, we ourselves are in the midst of the 
greatest depression we have ever known. Thus the 
menace to our prosperity, so feared by Senator Lodge, 
has indeed struck home. From the Atlantic to the 
Pacific our country has been ravaged and laid waste 
by the evil practices of the Federal Reserve Board 
and the Federal Reserve banks and the interests 
which control them. At no time in our history has 
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the general welfare of the people of the United States 
been at a lower level or the mind of the people so 
filled with despair. 


Recently in one of our states 60,000 dwelling 
houses and farms were brought under the hammer 
in a single day. According to the Rev. Father Charles 
E. Coughlin, who has lately testified before a com- 
mittee of this House, 71,000 houses and farms in 
Oakland County, Mich., have been sold and their 
erstwhile owners dispossessed. Similar occurrences 
have probably taken place in every county in the 
United States. The people who have thus been driven 
out are the wastage of the Federal Reserve Act. They 
are the victims of the dishonest and unscrupulous 
Federal Reserve Board and the Federal Reserve 
banks. Their children are the new slaves of the auc- 
tion block in the revival here of the institution of 
human slavery. 


In 1913, before the Senate Banking and Currency 
Committee, Mr. Alexander Lassen made the follow- 
ing statement: 


“But the whole scheme of a Federal Reserve bank 
with its commercial-paper basis is an impractical, 
cumbersome machinery, is simply a cover, to find a 
way to secure the privilege of issuing money and to 
evade payment of as much tax upon circulation as 
possible, and then control the issue and maintain, 
instead of reduce, interest rates. It is a system that, 
if inaugurated, will prove to the advantage of the 
few and the detriment of the people of the United 
States. It will mean continued shortage of actual 
money and further extension of credits; for when 
there is a lack of real money people have to borrow 
credit to their cost.” 


A few days before the Federal Reserve Act was 
passed Sen. Elihu Root denounced the Federal Re- 
serve bill as an outrage on our liberties and made the 
following prediction: 


“Long before we wake up from our dreams of 
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prosperity through an inflated currency, our gold, 
which alone could have kept us from catastrophe, 
will have vanished and no rate of interest will tempt 
it to return.” 


If ever a prophecy came true, that one did. It 
was impossible, however, for those luminous and in- 
structed thinkers to control the course of events. On 
December 23, 1913, the Federal Reserve bill became 
law, and that night Colonel House wrote to his hid- 
den master in Wall Street as follows: 


“I want to say a word of appreciation to you for 
the silent but no doubt effective work you have done 
in the interest of currency legislation and to congratu- 
late you that the measure has finally been enacted 
into law. We all know that an entirely perfect bill, 
satisfactory to everybody, would have been an impos- 
sibility, and I feel quite certain fair men will admit 
that unless the President had stood as firm as he did 
we should likely have had no legislation at all. The 
bill is a good one in many respects; anyhow good 
enough to start with and to let experience teach us in 
what direction it needs perfection, which in due time 
we shall then get. In any event you have personally 
good reason to feel gratified with what has been 
accomplished.” 


The words “unless the President had stood as firm 
as he did we should likely have had no legislation at 
all,” were a gentle reminder that it was Colonel House 
pease the “holy monk,” who had kept the President 

rm. 


The foregoing letter affords striking evidence of 
the manner in which the predatory interests then 
sought to control the Government of the United 
States by surrounding the Executive with the personal- 
ity and the influence of a financial Judas. Left to 
itself and to the conduct of its own legislative func- 
tions without pressure from the Executive, the Con- 
gress would not have passed the Federal Reserve Act. 
According to Colonel House, and since this was his 
report to his master, we may believe it to be true, the 
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Federal Reserve Act was passed because Wilson stood 
firm; in other words because Wilson was under the 
guidance and control of the most ferocious usurers in 
New York through their hireling, House. The Federal 
Reserve Act became law the day before Christmas 
Eve in the year 1913, and shortly afterwards the 
German international bankers, Kuhn, Loeb & Co., 
sent one of their partners here to run it. 


In 1913, when the Federal Reserve bill was sub- 
mitted to the Democratic caucus, there was a discus- 
sion in regard to the form the proposed paper 
currency should take. 


The proponents of the Federal Reserve Act, in 
their determination to create a new kind of paper 
money, had not needed to go outside of the Aldrich 
bill for a model. By the terms of the Aldrich bill, 
bank notes were to be issued by the National Reserve 
Association and were to be secured partly by gold 
or lawful money and partly by circulating evidences 
of debt. The first draft of the Federal Reserve bill 
presented the same general plan, that is, for bank 
notes as opposed to government notes, but with 
certain differences of regulation. 


When the provision for the issuance of Federal Re- 
serve Notes was placed before President Wilson he 
approved of it, but other Democrats were more 
mindful of Democratic principles and a great protest 
greeted the plan. Foremost amongst those who de- 
nounced it was William Jennings Bryan, the Secretary 
of State. Bryan wished to have the Federal Reserve 
Notes issued as government obligations. President 
Wilson had an interview with him and found him 
adamant. At the conclusion of the interview Bryan 
left with the understanding that he would resign if 
the notes were made bank notes. The President then 
sent for his Secretary and explained the matter to him. 
Mr. Tumulty went to see Bryan and Bryan took 
from his library shelves a book containing all the 
Democratic platforms and read extracts from them 
bearing on the matter of the public currency. Re- 
turning to the President, Mr. Tumulty told him what 
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had happened and ventured the opinion that Mr. 
Bryan was right and that Mr. Wilson was wrong. 
The President then asked Mr. Tumulty to show him 
where the Democratic Party in its national platforms 
had ever taken the view indicated by Bryan. Mr. 
Tumulty gave him the book, which he had brought 
from Bryan’s house, and the President read very 
carefully plank after plank on the currency. He then 
said, “I am convinced there is a great deal in what 
Mr. Bryan says,” and thereupon it was arranged that 
Mr. Tumulty should see the proponents of the Federal 
Reserve bill in an effort to bring about an adjust- 
ment of the matter. 


The remainder of this story may be told in the 
words of Senator GLAss. Concerning Bryan’s oppo- 
sition to the plan of allowing the proposed Federal 
Reserve Notes to take the form of bank notes and 
the manner in which President Wilson and the pro- 
ponents of the Federal Reserve bill yielded to Bryan 
in return for his support of the measure, Senator 
Grass makes the following statement: 


“The only other feature of the currency bill around 
which a conflict raged at this time was the note-issue 
provision. Long before I knew it, the President was 
desperately worried over it. His economic good sense 
told him the notes should be issued by the banks 
and not by the government; but some of his advisers 
told him Mr. Bryan could not be induced to give 
his support to any bill that did not provide for a 
‘Government Note.’ There was in the Senate and 
House a large Bryan following which, united with a 
naturally adversary party vote, could prevent legisla- 
tion. Certain overconfident gentlemen proffered their 
services in the task of ‘managing Bryan.’ They did 
not budge him. * * * When a decision could no longer 
be postponed the President summoned me to the 
White House to say he wanted Federal Reserve Notes 
to ‘be obligations of the United States.’ I was for an 
instant speechless. With all the earnestness of my 
being I remonstrated, pointing out the unscientific 
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nature of such a thing, as well as the evident incon- 
sistency of it. 


“ “There is not, in truth, any Government obligation 
here, Mr. President,’ I exclaimed. ‘It would be a pre- 
tense on its face. Was there ever a government note 
based primarily on the property of banking institu- 
tions? Was there ever a government issue not one 
dollar of which could be put out except by demand 
of a bank? The suggested government obligation is so 
remote it could never be discerned,’ I concluded, out 
of breath. 


“ “Exactly so, GLASS,’ earnestly said the President. 
‘Every word you say is true; the government liability 
is a mere thought. And so, if we can hold to the sub- 
stance of the thing and give the other fellow the 
~ ae aha why not do it, if thereby we may save our 


Shadow and substance! One can see from this how 
little President Wilson knew about banking. Unknow- 
ingly, he gave the substance to the international 
banker and the shadow to the common man. Thus 
was Bryan circumvented in his efforts to uphold the 
Democratic doctrine of the rights of the people. 
Thus the “unscientific blur” upon the bill was perpe- 
trated. The “unscientific blur,” however, was not the 
fact that the United States Government, by the terms 
of Bryan’s edict, was obliged to assume as an obli- 
gation whatever currency was issued. Mr. Bryan was 
right when he insisted that the United States should 
preserve its sovereignty over the public currency. 
The “unscientific blur” was the nature of the cur- 
rency itself, a nature which makes it unfit to be as- 
sumed as an obligation of the United States 
Government. It is the worst currency and the most 
dangerous this country has ever known. When the 
proponents of the act saw that Democratic doctrine 
would not permit them to let the proposed banks 
issue the new currency as bank notes, they should 
have stopped at that. They should not have foisted 
that kind of currency, namely, an asset currency, on 
the United States Government. They should not have 
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made the government liable on the private debts of 
individuals and corporations and, least of all, on the 
private debts of foreigners. 

The Federal Reserve Note is essentially unsound. 


As Kemmerer says: 


“The Federal Reserve Notes, therefore, in form 
have some of the qualities of government paper 
money, but, in substance, are almost a pure asset 
currency possessing a government guaranty against 
which contingency the government has made no pro- 
vision whatever.” 


Hon. E. J. Hill, a former Member of the House, 
said, and truly: 


“* * * They are obligations of the government for 
which the United States has received nothing and for 
the payment of which at any time it assumes the 
responsibility looking to the Federal Reserve Bank 
to recoup itself.” 


If the United States Government is to redeem the 
Federal Reserve Notes when the general public finds 
out what it costs to deliver this flood of paper money 
to the 12 Federal Reserve banks, and if the govern- 
ment has made no provision for redeeming them, 
a element of their unsoundness is not far to 
seek. : 


Before the Senate Banking and Currency Commit- 
tee, while the Federal Reserve bill was under dis- 
cussion, Mr. Crozier, of Cincinnati, said: 


“In other words, the imperial power of elasticity 
of the public currency is wielded exclusively by these 
central corporations owned by the banks. This is a 
life and death power over all local banks and all 
business. It can be used to create or destroy pros- 
perity, to ward off or cause stringencies and panics. 
By making money artificially scarce interest rates 
throughout the country can be arbitrarily raised and 
the bank tax on all business and cost of living in- 
creased for the profit of the banks owning these 
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regional central banks, and without the slightest 
benefit to the people. These 12 corporations together 
cover the whole country and monopolize and use for 
private gain every dollar of the public currency and 
all public revenues of the United States. Not a dollar 
can be put into circulation among the people by their 
Government without the consent of and on terms 
fixed by these 12 private money trusts.” 


In defiance of this and all other warnings, the pro- 
ponents of the Federal Reserve Act created the 12 
private credit corporations and gave them an abso- 
lute monopoly of the currency of the United States, 
not of Federal Reserve Notes alone, but of all the 
currency, the Federal Reserve Act providing ways 
by means of which the gold and general currency in 
the hands of the American people could be obtained 
by the Federal Reserve banks in exchange for Fed- 
eral Reserve Notes, which are not money but merely 
promises to pay money. Since the evil day when this 
was done the initial monopoly has been extended by 
vicious amendments to the Federal Reserve Act and 
by the unlawful and treasonable practices of the 
Federal Reserve Board and the Federal Reserve banks. 


Mr. Chairman, when a Chinese merchant sells hu- 
man hair to a Paris wigmaker and bills him in 
dollars, the Federal Reserve banks can buy his bill 
against the wigmaker and then use that bill as col- 
lateral for Federal Reserve Notes. The United States 
Government thus pays the Chinese merchant the 
debt of the wigmaker and gets nothing in return 
except a shady title to the Chinese hair. 


Mr. Chairman, if a Scotch distiller wishes to send 
a cargo of Scotch whisky to the United States, he can 
draw his bill against the purchasing bootlegger in 
dollars; and after the bootlegger has accepted it by 
writing his name across the face of it, the Scotch 
distiller can send that bill to the nefarious open dis- 
count market in New York City, where the Federal 
Reserve Board and the Federal Reserve banks will 
buy it and use it as collateral for a new issue of 
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Federal Reserve Notes. Thus the Government of the 
United States pays the Scotch distiller for the whisky 
before it is shipped; and if it is lost on the way, or if 
the Coast Guard seizes it and destroys it, the Fed- 
eral Reserve banks simply write off the loss and the 
government never recovers the money that was paid 
to the Scotch distiller. While we are attempting to 
enforce prohibition here, the Federal Reserve Board 
and the Federal Reserve banks are financing the dis- 
tillery business in Europe and are paying bootleggers’ 
bills with the public credit of the United States Gov- 
ernment. 


| 


Mr. Chairman, if a German brewer ships beer to 
this country or anywhere else in the world and draws 
his bill for it in dollars, the Federal Reserve banks 
will buy that bill and use it as collateral for Federal 
Reserve Notes. Thus, they compel our government to 
pay the German brewer for his beer. Why should the 
Federal Reserve Board and the Federal Reserve banks 
be permitted to finance the brewing industry of Ger- 
many, either in this way or as they do by compelling 
small and fearful United States banks to take stock 
in the Isenbeck brewery and in the German bank 
for brewing industries? 


Mr. Chairman, if Dynamit Nobel of Germany 
wishes to sell dynamite to Japan to use in Man- 
churia or elsewhere, it can draw its bill against its 
Japanese customers in dollars and send that bill to 
the nefarious open discount market in New York 
City, where the Federal Reserve Board and the Fed- 
eral Reserve banks will buy it and use it as collat- 
eral for a new issue of Federal Reserve Notes, while 
at the same time the Federal Reserve Board will be 
helping Dynamit Nobel by stuffing its stock into the 
United States banking system. Why should we send 
our representatives to the disarmament conference at 
Geneva while the Federal Reserve Board and the 
Federal Reserve banks are making our government 
pay Japanese debts to German munition makers? 


Mr. Chairman, if a bean grower of Chile wishes 
to raise a crop of beans and sell them to a Japanese 
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customer, he can draw a bill against his prospective 
Japanese customer in dollars and have it purchased 
by the Federal Reserve Board and the Federal Re- 
serve banks and get the money out of this country at 
the expense of the American public before he has 
even planted the beans in the ground. 


Mr. Chairman, if a German in Germany wishes to 
export goods to South America or anywhere else, he 
can draw his bill against his customer and send it to 
the United States and get the money out of this 
etry before he ships or even manufactures the 
goods. 


Mr. Chairman, why should the currency of the 
United States be issued on the strength of Chinese 
human hair? Why should it be issued on the trade 
whims of a wigmaker? Why should it be issued on 
the strength of German beer? Why should it be is- 
sued on a crop of unplanted beans to be grown in 
Chile for Japanese consumption? Why should the 
Government of the United States be compelled to 
issue many billions of dollars every year to pay the 
debts of one foreigner to another foreigner? Was it 
for this that our national-bank depositors had their 
money taken out of our banks and shipped abroad? 
Was it for this they had to lose it? Why should the 
public credit of the United States Government and 
likewise money belonging to our national-bank de- 
positors be used to support foreign brewers, narcotic 
drug vendors, whisky distillers, wigmakers, human- 
hair merchants, Chilean bean growers, and the like? 
Why should our national-bank depositors and our 
government be forced to finance the munition fac- 
tories of Germany and Soviet Russia? 


Mr. Chairman, if a German, in Germany, wishes 
to sell wheelbarrows to another German, he can draw 
a bill in dollars and get the money out of the Federal 
Reserve banks before an American farmer could 
explain his request for a loan to move his crop to 
market. In Germany, when credit instruments are 
being given, the creditors say, “See you, it must be 
of a kind that I can cash at the reserve.” Other 
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foreigners feel the same way. The reserve to which 
these gentry refer is our reserve, which, as you 
know, is entirely made up of money belonging to 
American bank depositors. I think foreigners should 
cash their own trade paper and not send it over here 
to bankers who use it to fish cash out of the pockets 
of the American people. 


Mr. Chairman, there is nothing like the Federal 
reserve pool of confiscated bank deposits in the world. 
It is a public trough of American wealth in which 
foreigners claim rights equal to or greater than those 
of Americans. The Federal Reserve banks are the 
agents of the foreign central banks. They use our 
bank depositors’ money for the benefit of their foreign 
principals. They barter the public credit of the United 
States Government and hire it out to foreigners at a 
profit to themselves. 


All this is done at the expense of the United States 
Government, and at a sickening loss to the American 
people. Only our great wealth enabled us to stand 
the drain of it as long as we did. 


I believe that the nations of the world would have 
settled down after the World War more peacefully if 
we had not had this standing temptation here—this 
pool of our bank depositors’ money given to private 
interests and used by them in connection with illimi- 
table drafts upon the public credit of the United 
States Government. The Federal Reserve Board in- 
vited the world to come in and to carry away cash, 
credit, goods, and everything else of value that was 
movable. Values amounting to many billions of dol- 
lars have been taken out of this country by the Fed- 
eral Reserve Board and the Federal Reserve banks 
for the benefit of their foreign principals. The United 
States has been ransacked and pillaged. Our struc- 
tures have been gutted and only the walls are left 
standing. While this crime was being perpetrated 
everything the world could rake up to sell us was 
brought in here at our own expense by the Federal 
Reserve Board and the Federal Reserve banks until 
our markets were swamped with unneeded and un- 
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wanted imported goods priced far above their value 
and thus made to equal the dollar volume of our 
honest exports and to kill or reduce our favorable 
balance of trade. As agents of the foreign central 
banks, the Federal Reserve Board and the Federal 
Reserve banks try by every means within their power 
to reduce our favorable balance of trade. They act 
for their foreign principals and they accept fees from 
foreigners for acting against the best interests of the 
United States. Naturally there has been great com- 
petition among foreigners for the favors of the Fed- 
eral Reserve Board. 


What we need to do is to send the reserves of our 
national banks home to the people who earned and 
produced them and who still own them and to the 
banks which were compelled to surrender them to 
predatory interests. We need to destroy the Federal 
Reserve pool, wherein our national-bank reserves are 
impounded for the benefit of foreigners. We need to 
make it very difficult for outlanders to draw money 
away from us. We need to save America for Ameri- 
cans. 


Mr. Chairman, when you hold a $10 Federal Re- 
serve Note in your hand you are holding a piece of 
paper which sooner or later is going to cost the 
United States Government $10 in gold, unless the 
government is obliged to give up the gold standard. 
It is protected by a reserve of 40 per cent, or $4 in 
gold. It is based on Limburger cheese, reputed to be 
in a foreign warehouse; or on cans purporting to 
contain peas but which may contain no peas but salt 
water instead; or on horse meat; illicit drugs; boot- 
leggers’ fancies; rags and bones from Soviet Russia 
of which the United States imported over a million 
dollars’ worth last year; on wine, whisky, natural gas, 
on goat or dog fur, garlic on the string, or Bombay 
ducks. If you like to have paper money which is se- 
cured by such commodities, you have it in the Fed- 
eral Reserve Note. If you desire to obtain the thing 
of value upon which this paper currency is based— 
that is, the Limburger cheese, the whisky, the illicit 
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drugs, or any of the other staples—you will have a 
very hard time finding them. Many of these worship- 
ful commodities are in foreign countries. Are you 
going to Germany to inspect her warehouses to see 
if the specified things of value are there? I think not. 
And what is more, I do not think you would find 
them if you did go. 


Immense sums belonging to our national-bank de- 
positors have been given to Germany on no collateral 
security whatever. The Federal Reserve Board and 
the Federal Reserve banks have issued United States 
currency on mere finance drafts drawn by Germans. 
Billions upon billions of our money has been pumped 
into Germany and money is still being pumped into 
Germany by the Federal Reserve Board and the Fed- 
eral Reserve banks. Her worthless paper is still being 
negotiated here and renewed here on the public credit 
of the United States Government and at the expense 
of the American people. On April 27, 1932, the Fed- 
eral Reserve oufit sent $750,000, belonging to Ameri- 
can bank depositors, in gold to Germany. A week 
later, another $300,000 in gold was shipped to Ger- 
many in the same way. About the middle of May 
$12,000,000 in gold was shipped to Germany by the 
Federal Reserve Board and the Federal Reserve 
banks. Almost every week there is a shipment of gold 
to Germany. These shipments are not made for profit 
on exchange since German marks are below parity 
against the dollar. 


Mr. Chairman, I believe that the national-bank 
depositors of the United States are entitled to know 
what the Federal Reserve Board and the Federal 
Reserve banks are doing with their money. There are 
millions of national-bank depositors in this country 
who do not know that a percentage of every dollar 
they deposit in a member bank of the Federal Re- 
serve System goes automatically to the American 
agents of foreign banks and that all of their deposits 
can be paid away to foreigners without their knowl- 
edge or consent by the crooked machinery of the 
Federal Reserve Act and the questionable practices 
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of the Federal Reserve Board and the Federal Re- 
serve banks. Mr. Chairman, the American people 
should be told the truth by their servants in office. 


In 1930 we had over half a billion dollars out- 
standing daily to finance foreign goods stored in or 
shipped between foreign countries. In its yearly total, 
this item amounts to several billion dollars. What 
goods are those upon which the Federal Reserve 
banks yearly pledge several billion dollars of the 
public credit of the United States? What goods are 
those which are hidden in European and Asiatic 
storehouses and which have never been seen by any 
officer of this government, but which are being fi- 
nanced on the public credit of the United States 
Government? What goods are those upon which the 
United States Government is being obliged by the 
Federal Reserve banks to issue Federal Reserve 
Notes to the extent of several billion dollars a year? 


The Federal Reserve Board and the Federal Re- 
serve banks have been international bankers from the 
beginning, with the United States Government as their 
enforced banker and supplier of currency. But it is 
nonetheless extraordinary to see those 12 private 
credit monopolies buying the debts of foreigners 
against foreigners in all parts of the world and asking 
the Government of the United States for new issues 
of Federal Reserve Notes in exchange for them. 


I see no reason why the American taxpayers 
should be hewers of wood and drawers of water for 
the European and Asiatic customers of the Federal 
Reserve banks. I see no reason why a worthless ac- 
ceptance drawn by a foreign swindler as a means of 
getting gold out of this country should receive the 
lowest and choicest rate from the Federal Reserve 
Board and be treated as better security than the note 
of an American farmer living on American land. 


The magnitude of the acceptance racket, as it has 
been developed by the Federal Reserve banks, their 
foreign correspondents, and the predatory European- 
born bankers who set up the Federal Reserve institu- 
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tion here and taught our own brand of pirates how 
to loot the people—I say the magnitude of this 
racket is estimated to be in the neighborhood of 
$9,000,000,000 a year. In the past ten years it is said 
to have amounted to $90,000,000,000. In my opinion, 
it has amounted to several times as much. Coupled 
with this you have, to the extent of billions of dollars, 
the gambling in United States securities, which takes 
place in the same open discount market—a gamble 
upon which the Federal Reserve Board is now spend- 
ing $100,000,000 a week. 


Federal Reserve Notes are taken from the United 
States Government in unlimited quantities. Is it 
strange that the burden of supplying these immense 
sums of money to the gambling fraternity has at 
last proved too heavy for the American people to 
endure? Would it not be a national calamity if the 
Federal Reserve Board and the Federal Reserve 
banks should again bind this burden down on the 
backs of the American people and, by means of the 
long rawhide whips of the credit masters, compel them 
to enter upon another 17 years of slavery? They are 
trying to do that now. They are taking $100,000,000 
of the public credit of the United States Government 
every week in addition to all their other seizures, and 
they are spending that money in the nefarious open 
market in New York City in a desperate gamble to 
reestablish their graft as a going concern. 


They are putting the United States Government in 
debt to the extent of $100,000,000 a week, and with 
this money they are buying up our government securi- 
ties for themselves and their foreign principals. Our 
people are disgusted with the experiments of the 
Federal Reserve Board. The Federal Reserve Board is 
not producing a loaf of bread, a yard of cloth, a 
bushel of corn, or a pile of cordwood by its check- 
kiting operations in the money market. 


A fortnight or so ago great aid and comfort was 
given to Japan by the firm of A. Gerli & Sons, of 
New York, an importing firm, which bought $16,000,- 
000 worth of raw silk from the Japanese Government. 
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Federal Reserve Notes will be issued to pay that 
amount to the Japanese Government, and these notes 
will be secured by money belonging to our national- 
bank depositors. 


Why should United States currency be issued on 
this debt? Why should United States currency be is- 
sued to pay the debt of Gerli & Sons to the Japanese 
Government? The Federal Reserve Board and the 
Federal Reserve banks think more of the silkworms 
of Japan than they do of American citizens. We do 
not need $16,000,000 worth of silk in this country 
at the present time, not even to furnish work to dyers 
and finishers. We need to wear home-grown and 
American-made clothes and to use our own money 
for our own goods and staples. We could spend 
$16,000,000 in the United States of America on 
American children and that would be a better in- 
vestment for us than Japanese silk purchased on the 
public credit of the United States Government. 


Mr. Speaker, on the 13th of January of this year 
I addressed the House on the subject of the Recon- 
struction Finance Corporation. In the course of my 
remarks I made the following statement: 


“In 1928 the member banks of the Federal Reserve 
System borrowed $60,598,690,000 from the Federal 
Reserve banks on their 15-day promissory notes. 
Think of it! Sixty billion dollars payable upon de- 
mand in gold in the course of one single year. The 
actual payment of such obligations calls for six times 
as much monetary gold as there is in the entire 
world. Such transactions represent a grant in the 
course of one single year of about $7,000,000 to every 
member bank of the Federal Reserve System. Is it 
any wonder that there is a depression in this country? 
Is it any wonder that American labor, which ulti- 
mately pays the cost of all the banking operations of 
this country, has at last proved unequal to the task 
of supplying this huge total of cash and credit for 
the benefit of stock-market manipulators and foreign 
swindlers?” 
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Mr. Chairman, some of my colleagues have asked 
for more specific information concerning this stu- 
pendous graft, this frightful burden which has been 
placed on the wage earners and taxpayers of the 
United States for the benefit of the Federal Reserve 
Board and the Federal Reserve banks. They were 
surprised to learn that member banks of the Federal 
Reserve System had received the enormous sum of 
$60,598,690,000 from the Federal Reserve Board 
and the Federal Reserve banks on their promissory 
notes in the course of one single year, namely, 1928. 
Another Member of this House, Mr. BEEpy, the hon- 
orable gentleman from Maine, has questioned the 
accuracy of my statement and has informed me that 
the Federal Reserve Board denies absolutely that 
these figures are correct. This Member has said to 
me that the thing is unthinkable, that it cannot be, 
that it is beyond all reason to think that the Federal 
Reserve Board and the Federal Reserve banks should 
have so subsidized and endowed their favorite banks 
of the Federal Reserve System. This Member is hor- 
rified at the thought of a graft so great, a bounty so 
detrimental to the public welfare as sixty and a half 
billion dollars a year and more shoveled out to fa- 
vored banks of the Federal Reserve System. 


I sympathize with Mr. BEEpy. I would spare him 
pain if I could, but the facts remain as I have stated 
them. In 1928, the Federal Reserve Board and the 
Federal Reserve banks presented the staggering 
amount of $60,598,690,000 to their member banks 
at the expense of the wage earners and taxpayers of 
the United States. In 1929, the year of the stock- 
market crash, the Federal Reserve Board and the 
Federal Reserve banks advanced fifty-eight billions 
to member banks. 


In 1930, while the speculating banks were getting 
out of the stock market at the expense of the general 
public, the Federal Reserve Board and the Federal 
Reserve banks advanced them $13,022,782,000. This 
shows that when the banks were gambling on the 
public credit of the United States Government as 
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represented by Federal Reserve currency, they were 
subsidized to any amount they required by the Fed- 
eral Reserve Board and the Federal Reserve banks. 
When the swindle began to fail, the banks knew it in 
advance and withdrew from the market. They got out 
with whole skins and left the people of the United 
States to pay the piper. 


On November 2, 1931, I addressed a letter to the 
Federal Reserve Board asking for the aggregate 
total of member bank borrowings in the years 1928, 
1929, 1930. In due course, I received a reply from 
the Federal Reserve Board, dated November 9, 1931, 
the pertinent part of which reads as follows: 


My DEAR CONGRESSMAN: In reply to your letter 
of November 2, you are advised that the aggregate 
amount of 15-day promissory notes of member banks 
during each of the past three calendar years has been 
as follows: 


00, 395,090,000 
Len ella lea aa a 8 EME 5 5 TOOD 
ee l oe 


x $ E bs k 
Very truly yours, 
CHESTER MORRILL, Secretary. 


This will show the gentleman from Maine the ac- 
curacy of my statement. As for the denial of these 
facts made to him by the Federal Reserve Board, I 
can only say that it must have been prompted by 
fright, since hanging is too good for a government 
board which permitted such a misuse of government 
funds and credit. 


My friend from Kansas, Mr. McGuain, has stated 
that he thought the Federal Reserve Board and the 
Federal Reserve banks lent money by rediscounting. 
So they do, but they lend comparatively little that 
way. The real rediscounting that they do has been 
called a mere penny in the slot business. It is too slow 
for genuine high flyers. They discourage it. They pre- 
fer to subsidize their favorite banks by making these 
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$60,000,000,000 advances, and they prefer to ac- 
quire acceptances in the notorious open discount 
market in New York, where they can use them to 
control the prices of stocks and bonds on the ex- 
changes. For every dollar they advanced on redis- 
counts in 1928 they lent $33 to their favorite banks 
for gambling purposes. In other words, their redis- 
counts in 1928 amounted to $1,814,271,000, while 
their loans to member banks amounted to $60,598,- 
690,000. As for their open-market operations, these 
are on a stupendous scale, and no tax is paid on the 
acceptances they handle; and their foreign principals, 
for whom they do a business of several billion dollars 
every year, pay no income tax on their profits to the 
United States Government. 


This is the John Law swindle over again. The 
theft of Teapot Dome was trifling compared to it. 
What king ever robbed his subjects to such an extent 
as the Federal Reserve Board and the Federal Re- 
serve banks have robbed us? Is it any wonder that 
there have lately been 90 cases of starvation in one 
of the New York hospitals? Is it any wonder that the 
children of this country are being dispersed and 
abandoned? 


The government and the people of the United 
States have been swindled by swindlers de luxe to 
whom the acquisition of American gold or a parcel 
of Federal Reserve Notes presented no more diff- 
culty than the drawing up of a worthless acceptance 
in a country not subject to the laws of the United 
States, by sharpers not subject to the jurisdiction of 
the United States courts, sharpers with a strong 
banking “fence” on this side of the water—a “fence” 
acting as a receiver of the worthless paper coming 
from abroad, indorsing it and getting the currency 
out of the Federal Reserve banks for it as quickly as 
possible, exchanging that currency for gold, and in 
turn transmitting the gold to its foreign confederates. 


Such were the exploits of Ivar Kreuger, Mr. 
Hoover’s friend, and his hidden Wall Street backers. 
Every dollar of the billions Kreuger and his gang 
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drew out of this country on acceptances was drawn 
from the government and the people of the United 
States through the Federal Reserve Board and the 
Federal Reserve banks. The credit of the United States 
Government was peddled to him by the Federal Re- 
serve Board and the Federal Reserve banks for their 
own private gain. That is what the Federal Reserve 
Board and the Federal Reserve banks have been doing 
for many years. They have been peddling the credit 
of this government and the signature of this govern- 
ment to the swindlers and speculators of all nations. 
That is what happens when a country forsakes its 
Constitution and gives its sovereignty over the public 
currency to private interests. Give them the flag and 
they will sell it. 


The nature of Kreuger’s organized swindle and the 
bankrupt condition of Kreuger’s combine was known 
here last June when Hoover sought to exempt Kreu- 
gers loan to Germany of one hundred twenty-five 
millions from the operation of the Hoover mora- 
torium. The bankrupt condition of Kreuger’s swindle 
was known here last summer when $30,000,000 was 
taken from American taxpayers by certain bankers in 
New York for the ostensible purpose of permitting 
Kreuger to make a loan to Colombia. Colombia never 
saw that money. The nature of Kreuger’s swindle and 
the bankrupt condition of Kreuger was known here 
in January when he visited his friend, Mr. Hoover, 
at the White House. It was known here in March 
before he went to Paris and committed suicide there. 


Mr. Chairman, I think the people of the United 
States are entitled to know how many billions of 
dollars were placed at the disposal of Kreuger and 
his gigantic combine by the Federal Reserve Board 
and the Federal Reserve banks and to know how 
much of our government currency was issued and 
lost in the financing of that great swindle in the 
years during which the Federal Reserve Board and 
the Federal Reserve banks took care of Kreuger’s 
requirements. 


Mr. Chairman, I believe there should be a con- 
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gressional investigation of the operations of Kreuger : 
and Toll in the United States and that Swedish Match, | 
International Match, the Swedish-American Invest- 
ment Corporation, and all related enterprises, includ- 
ing -the subsidiary companies of Kreuger and Toll, 
should be investigated and that the issuance of United 
States currency in connection with those enterprises 
and the use of our national-bank depositors’ money 
for Kreuger’s benefit should be made known to the 
general public. I am referring, not only to the securi- 
ties which were floated and sold in this country, but 
also to the commercial loans to Kreuger’s enterprises 
and the mass financing of Kreuger’s companies by 
the Federal Reserve Board and the Federal Reserve 
banks and the predatory institutions which the Federal 
Reserve Board and the Federal Reserve banks shield 
and harbor. 


A few days ago the President of the United States, 
with a white face and shaking hands, went before 
the Senate on behalf of the moneyed interests and 
asked the Senate to levy a tax on the people so that 
foreigners might know that the United States would 
pay its debts to them. Most Americans thought that 
it was the other way around. What does the United 
States owe to foreigners? When and by whom was 
the debt incurred? It was incurred by the Federal 
Reserve Board and the Federal Reserve banks when 
they peddled the signature of this government to 
foreigners for a price. It is what the United States 
Government has to pay to redeem the obligations of 
the Federal Reserve Board and the Federal Reserve 
banks. Are you going to let those thieves get off scot 
free? Is there one law for the looter who drives up 
to the door of the United States Treasury in his 
limousine and another for the United States veterans 
who are sleeping on the floor of a dilapidated house 
on the outskirts of Washington? 


The Baltimore & Ohio Railroad is here asking for 
a large loan from the people and the wage earners 
and the taxpayers of the United States. It is begging 
for a handout from the government. It is standing, 
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cap in hand, at the door of the Reconstruction Fi- 
nance Corporation, where all the other jackals have 
gathered to the feast. It is asking for money that 
was raised from the people by taxation, and it wants 
this money of the poor for the benefit of Kuhn, Loeb 
& Co., the German international bankers. Is there 
one law for the Baltimore & Ohio Railroad and an- 
other for the needy veterans it threw off its freight 
cars the other day? Is there one law for sleek and 
prosperous swindlers who call themselves bankers 
and another law for the soldiers who defended the 
United States flag? 


Mr. Chairman, some people are horrified because 
the collateral behind Kreuger and Toll debentures 
was removed and worthless collateral substituted for 
it. What is this but what is being done daily by the 
Federal Reserve banks? When the Federal Reserve 
Act was passed, the Federal Reserve banks were al- 
lowed to substitute “other like collateral’ for col- 
lateral behind Federal Reserve Notes but by an 
amendment obtained at the request of the corrupt 
and dishonest Federal Reserve Board, the act was 
changed so that the word “like” was stricken out. 
All that immense trouble was taken here in Congress 
so that the law would permit the Federal Reserve 
banks to switch collateral. At the present time be- 
hind the scenes in the Federal Reserve banks there 
is a night-and-day movement of collateral. A visiting 
Englishman, leaving the United States a few weeks 
ago, said that things would look better here after 
“they cleaned up the mess at Washington.” Cleaning 
up the mess consists in fooling the people and making 
them pay a second time for the bad foreign invest- 
ments of the Federal Reserve Board and the Federal 
Reserve banks. It consists in moving that heavy load 
of dubious and worthless foreign paper—the bills of 
wigmakers, brewers, distillers, narcotic-drug vendors, 
munition makers, illegal finance drafts, and worth- 
less foreign securities, out of the banks and putting 
it on the back of American labor. That is what the 
Reconstruction Finance Corporation is doing now. 
They talk about loans to banks and railroads but they 
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say very little about that other business of theirs which 
consists in relieving the swindlers who promoted in- 
vestment trusts in this country and dumped worthless 
foreign securities into them and then resold that mess 
of pottage to American investors under cover of 
their own corporate titles. The Reconstruction Fi- 
nance Corporation is taking over those worthless 
securities from those investment trusts with United 
States Treasury money at the expense of the Amer- 
ican taxpayer and wage earner. 


It will take us 20 years to redeem our govern- 
ment, 20 years of penal servitude to pay off the 
gambling debts of the traitorous Federal Reserve 
Board and the Federal Reserve banks and to earn 
again that vast flood of American wages and savings, 
bank deposits, and United States Government credit 
which the Federal Reserve Board and the Federal 
Reserve banks exported out of this country to their 
foreign principals. 


The Federal Reserve Board and the Federal Re- 
serve banks lately conducted an anti-hoarding cam- 
paign here. Then they took that extra money which 
they had persuaded the trusting American people to 
put into the banks and they sent it to Europe along 
with the rest. In the last several months, they have 
sent $1,300,000,000 in gold to their foreign employ- 
ers, their foreign masters, and every dollar of that 
gold belonged to the people of the United States and 
was unlawfully taken from them. 


Is not it high time that we had an audit of the 
Federal Reserve Board and the Federal Reserve banks 
and an examination of all our governments bonds and 
securities and public moneys instead of allowing the 
corrupt and dishonest Federal Reserve Board and the 
Federal Reserve banks to speculate with those securi- 
ties and this cash in the notorious open discount 
market of New York City? 


Mr. Chairman, within the limits of the time allowed 
me, I cannot enter into a particularized discussion of 
the Federal Reserve Board and the Federal Reserve 
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banks. I have singled out the Federal Reserve cur- 
rency for a few remarks because there has lately 
been some talk here of “fiat money.” What kind of 
money is being pumped into the open discount mar- 
ket and through it into foreign channels and stock 
exchanges? Mr. Mills of the Treasury has spoken 
here of his horror of the printing presses and his 
horror of dishonest money. He has no horror of dis- 
honest money. If he had, he would be no party to the 
present gambling of the Federal Reserve Board and 
the Federal Reserve banks in the nefarious open dis- 
count market of New York, a market in which the 
sellers are represented by ten great discount dealer 
corporations owned and organized by the very banks 
which own and control the Federal Reserve Board 
and the Federal Reserve banks. Fiat money, indeed! 


After the several raids on the Treasury Mr. Mills 
borrows the speech of those who protested against 
those raids and speaks now with pretended horror of 
a raid on the Treasury. Where was Mr. Mills last 
October when the United States Treasury needed 
$598,000,000 of the taxpayers’ money which was 
supposed to be in the safe-keeping of Andrew W. 
Mellon in the designated depositories of Treasury 
funds, and which was not in those depositories when 
the Treasury needed it? Mr. Mills was the Assistant 
Secretary of the Treasury then, and he was at Wash- 
ington throughout October, with the exception of a 
very significant week he spent at White Sulphur 
Springs closeted with international bankers, while the 
Italian minister, Signor Grandi, was being enter- 
tained—and bargained with—at Washington. 


What Mr. Mills is fighting for is the preservation 
whole and entire of the bankers’ monopoly of all the 
currency of the United States Government. What Mr. 
PATMAN proposes is that the government shall exer- 
cise its sovereignty to the extent of issuing some 
currency for itself. This conflict of opinion between 
Mr. Mills as the spokesman of the bankers and Mr. 
PATMAN as the spokesman of the people brings the 

_ Currency situation here into the open. Mr. PATMAN 
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and the veterans are confronted by a stone wall—the 
wall that fences in the bankers with their special 
privilege. Thus the issue is joined between the hosts 
of democracy, of which the veterans are a part, and 
the men of the king’s bank, the would-be aristocrats, 
who deflated American agriculture and robbed this 
country for the benefit of their foreign principals. 


Mr. Chairman, last December I introduced a reso- 
lution here asking for an examination and an audit 
of the Federal Reserve Board and the Federal Re- 
serve banks and all related matters. If the House sees 
fit to make such an investigation, the people of the 
United States will obtain information of great value. 
This is a government of the people, by the people, for 
the people, consequently nothing should be concealed 
from the people. The man who deceives the people is 
a traitor to the United States. The man who knows 
or suspects that a crime has been committed and who 
conceals or covers up that crime is an accessory to it. 
Mr. Speaker, it is a monstrous thing for this great 
Nation of people to have its destinies presided over 
by a traitorous government board acting in secret 
concert with international usurers. Every effort has 
been made by the Federal Reserve Board to conceal 
its power but the truth is the Federal Reserve Board 
has usurped the Government of the United States. It 
controls everything here and it controls all our foreign 
relations. It makes and breaks governments at will. 
No man and no body of men is more entrenched in 
power than the arrogant credit monopoly which 
operates the Federal Reserve Board and the Federal 
Reserve banks. These evil-doers have robbed this 
country of more than enough money to pay the na- 
tional debt. What the National Government has per- 
mitted the Federal Reserve Board to steal from the 
people should now be restored to the people. The 
people have a valid claim against the Federal Re- 
serve Board and the Federal Reserve banks. If that 
claim is enforced, Americans will not need to stand 
in breadlines or to suffer and die of starvation in 
the streets. Homes will be saved, families will be kept 
together, and American children will not be dispersed 
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and abandoned. The Federal Reserve Board and the 
Federal Reserve banks owe the United States Gov- 
ernment an immense sum of money. We ought to find 
out the exact amount of the people’s claim. We 
should know the amount of the indebtedness of the 
Federal Reserve Board and the Federal Reserve banks 
to the people and we should collect that amount im- 
mediately. We certainly should investigate this 
treacherous and disloyal conduct of the Federal Re- 
serve Board and the Federal Reserve banks. 


Here is a Federal Reserve Note. Immense numbers 
of these notes are now held abroad. I am told they 
amount to upward of a billion dollars. They consti- 
tute a claim against our government and likewise a 
claim against the money our people have deposited 
in the member banks of the Federal Reserve System. 
Our people’s money to the extent of $1,300,000,000 
has within the last few months been shipped abroad 
to redeem Federal Reserve Notes and to pay other 
gambling debts of the traitorous Federal Reserve 
Board and the Federal Reserve banks. The greater 
part of our monetary stock has been shipped to for- 
eigners. Why should we promise to pay the debts of 
foreigners to foreigners? Why should our govern- 
ment be put into the position of supplying money to 
foreigners? Why should American farmers and wage 
earners add millions of foreigners to the number of 
their dependents? Why should the Federal Reserve 
Board and the Federal Reserve banks be permitted 
to finance our competitors in all parts of the world? 
Do you know why the tariff was raised? It was raised 
to shut out the flood of Federal Reserve goods pour- 
ing in here from every quarter of the globe—cheap 
goods produced by cheaply paid foreign labor on 
unlimited supplies of money and credit sent out of 
this country by the dishonest and unscrupulous Fed- 
eral Reserve Board and the Federal Reserve banks. Go 
out in Washington to buy an electric light bulb and 
you will probably be offered one that was made in 
Japan on American money. Go out to buy a pair of 
fabric gloves and inconspicuously written on the in- 
side of the gloves that will be offered to you will be 
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found the words “made in Germany” and that means 
“made on the public credit of the United States Gov- 
ernment paid to German firms in American gold 
taken from the confiscated bank deposits of the 
American people.” 


The Federal Reserve Board and the Federal Re- 
serve banks are spending $100,000,000 a week buying 
government securities in the open market and are thus 
making a great bid for foreign business. They are 
trying to make rates so attractive that the human- 
hair merchants and distillers and other business en- 
tities in foreign lands will come here and hire more 
of the public credit of the United States Government 
ee pay the Federal Reserve outfit for getting it for 
them. 


Mr. Chairman, when the Federal Reserve Act was 
passed the people of the United States did not per- 
ceive that a world system was being set up here which 
would make the savings of an American school- 
teacher available to a narcotic-drug vendor in Macao. 
They did not perceive that the United States was to 
be lowered to the position of a coolie country which 
has nothing but raw materials and heavy goods for 
export; that Russia was destined to supply man 
power and that this country was to supply financial 
power to an international superstate—a superstate 


controlled by international bankers and international 


industrialists acting together to enslave the world for 
their own pleasure. 


The people of the United States are being greatly 
wronged. If they are not, then I do not know what 
“wronging the people” means. They have been driven 
from their employments. They have been dispossessed 
of their homes. They have been evicted from their 
rented quarters. They have lost their children. They 
have been left to suffer and to die for the lack of 
shelter, food, clothing, and medicine. 


The wealth of the United States and the working 
capital of the United States has been taken away 
from them and has either been locked in the vaults 
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of certain banks and great corporations or exported 
to foreign countries for the benefit of the foreign 
customers of those banks and corporations. So far 
as the people of the United States are concerned, the 
cupboard is bare. It is true that the warehouses and 
coal yards and grain elevators are full, but the ware- 
houses and coal yards and grain elevators are pad- 
locked and the great banks and corporations hold 
the keys. The sack of the United States by the Fed- 
eral Reserve Board and the Federal Reserve banks 
and their confederates is the greatest crime in history. 


Mr. Chairman, a serious situation confronts the 
House of Representatives today. We are the trustees 
of the people and the rights of the people are being 
taken away from them. Through the Federal Reserve 
Board and the Federal Reserve banks, the people are 
losing the rights guaranteed to them by the Consti- 
tution. Their property has been taken from them 
without due process of law. Mr. Chairman, common 
deceny requires us to examine the public accounts 
of the government to see what crimes against the 
public welfare have been or are being committed. 


What is needed here is a return to the Constitution 
of the United States. We need to have a complete 
divorce of Bank and State. The old struggle that was 
fought out here in Jackson’s day must be fought over 
again. The independent United States Treasury should 
be reestablished and the government should keep its 
own money under lock and key in the building the 
people provided for that purpose. Asset currency, the 
device of the swindler, should be done away with. 
The government should buy gold and issue United 
States currency on it. The business of the independent 
bankers should be restored to them. The State bank- 
ing systems should be freed from coercion. The Fed- 
eral Reserve districts should be abolished and State 
boundaries should be respected. Bank reserves should 
be kept within the borders of the States whose people 
own them, and this reserve money of the people 
should be protected so that international bankers 
and acceptance bankers and discount dealers cannot 
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draw it away from them. The exchanges should be 
closed while we are putting our financial affairs in 
order. The Federal Reserve Act should be repealed 
and the Federal Reserve banks, having violated their 
charters, should be liquidated immediately. Faithless 
government officers who have violated their oaths of 
office should be impeached and brought to trial. 
Unless this is done by us, I predict that the American 
people, outraged, robbed, pillaged, insulted, and be- 
trayed as they are in their own land, will rise in 
their wrath and send a President here who will sweep 
the money changers out of the temple. [Applause.] 


CHAPTER XIII 


GOLD CONFISCATED 


For over 25 years our government has kept its vast 
hoard of all the monetary gold in the United States 
buried under the ground at Fort Knox and in other 
Treasury depositories. This gold is carefully guarded 
day and night by every protection that human strength, 
ingenuity, and electronic systems can afford against 
theft. 


Not one of the 400-ounce gold bars in this hoard 
can be moved without the authorization of the United 
States Government, nor without massive security pre- 
cautions being taken during an actual gold transfer. 


The American people, whenever they stop to think 
about it, derive a deep sense of security from the 
knowledge that this gold backing, or solid base, for 
our money is safe on American soil, guarded by every 
device known to our security experts. 


Ever since the time the Treasury demanded and 
secured all gold privately held by individuals or banks, 
and Congress made private possession of the precious 
metal a crime (except in the form of newly mined or 
placer gold), the American people have regarded this 
buried treasure as a secure protection behind the paper 
tokens called dollars. 
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How could any part of this great treasure be lost, 
when by law the Government of the United States is 
pledged to preserve it, and every possible kind of pro- 
tection is placed around it? It would be unthinkable, 
you. will say, to have such doubts about the gold we 
were forced to give over to our government to have 
and to hold. 


Nevertheless the gold, most of which is still held 
physically within this country, is no longer ours le- 
gally. Only a fraction of it belongs to our govern- 
am Irrespective of physical removal, it has been 
ost to us. 


Why has this happened? Because, even though 
Americans may not exchange their paper money or 
checks for gold, claimants outside the United States 
CAN demand gold for THEIR paper money or silver 
if they wish. These claimants include foreign central 
banks, the depositors and customers of those banks, 
Americans living or doing business abroad, and inter- 
national agencies, such as the United Nations, the 
International Bank, the International Monetary Fund, 
and other United Nations subsidiaries. 


This gold hoard is now in our government’s keep- 
ing, but really only under a warehouse keeping agree- 
ment—being stored at taxpayers’ expense even though 
earmarked for international ownership. 


No American can own gold in this country or 
abroad except for use in jewelry-making, dental work, 
and in certain arts and sciences, but any foreign 
trader, any foreign government receiving American 
dollars as foreign aid, any international agency re- 
ceiving grants in dollars from the United States, can 
turn his dollars into gold on demand. It is a privilege 
not to be an American citizen. 


The current drain upon our gold hoard is due to 
these foreign claims being “cashed in” by their owners. 
Furthermore, these foreign claimants have not as yet 
taken out all the gold they own. At the end of 1960 
they still had the right to withdraw more than $20 
billion of the total. Their dollar claims rise higher 


THE FEDERAL RESERVE BANK 


GOLD CONFISCATED 177 


every day. In 1961 none of the gold bars in our gov- 
ernment’s carefully guarded vaults theoretically be- 
longed to us. And the loss has not been stopped. In 
fact, it is only beginning. The banks and individuals 
outside our country who own dollars can legally de- 
mand from the central bank in the country of their 
operations all of this gold. They will get it, because 
the central banks can in turn demand the gold from 
our privately owned Federal Reserve System, unless 
we declare an embargo. 


The American people gave up their gold in trust to 
the government. They worked hard and produced 
abundantly to maintain the national economy and the 
honor of the dollar. But the fine print in the law per- 
mitted a few venal individuals to establish preemptive 
claims to the metal backing of our money. 


That gold is supposed to back our total money sup- 
ply. But what has happened? Our gold hoard has been 
getting smaller while the total working supply of paper 
money and credit has been growing larger. 


By law, we are supposed to have gold reserves in 
safekeeping to cover at least one-fourth of all currency 
in circulation and member bank reserves held within 
the Federal Reserve System. This serves as the hard 
core of the total of bank credit which may go up to 
six times the value of the bank deposits held by the 
Federal Reserve System. Our gold backing should 
represent at least 4 per cent ($23,120,000,000) of 
all obligations with $33 billion in currency, the $255 
billion in bank deposits, plus a debt of $290.6 billion 
—a total of $587,600,000,000. Of course, this does 
not even include Veterans Administration or Social 
Security obligations, which must be considered. 


Now, it is true that most foreign owners of U.S. 
dollars do not turn them in for gold. The role of gold 
is similar to that of insurance; that when and in times 
of emergency, it should be available as a reserve com- 
modity. Therefore, in time of stress, we need more 
gold, not less. The crisis which looms ahead of us 
comes from a new danger—that foreigners are losing 
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confidence in the American dollar. When a govern- 
ment tinkers with its money, it may fool its own peo- 
ple for a long time, but it cannot fool hardheaded 
financial experts in other countries. A shaky money 
system can easily be toppled by foreign experts who 
refuse to believe fairy tales. 


Let us sum up. Foreigners have the legal right under 
our laws to demand gold in exchange for dollars. They 
are withdrawing increasing amounts of gold from the 
supply in our government’s keeping. They have be- 
gun to distrust our teetering money system, so we have 
every reason to believe their demands will continue to 
increase. 


As people outside the United States withdraw our 
gold, dollar for dollar, the reserves behind our cur- 
rency grow smaller and smaller. As our gold backing 
declines, prudent financial experts here will become 
more and more dubious about the backing for our 
money in circulation, and will withdraw their gold 
with increasing rapidity, thus compounding the evil. 


Furthermore, this uncertainty destroys public mo- 
rale, an effect best avoided during these critical days 
when the insidious forces challenging our way of life 
are daily becoming more powerful. 


The gold movement within the United States is a 
cloak-and-dagger operation. Gold is actually moved 
a few hundred feet from one set of cages in the U.S. 
Assay Office to another set of cages in the Federal 
Reserve bank by expensive armored trucks, merely to 
be rechecked and restored. 


Inflation is like a slowly-growing fire in the wood- 
work of the cellar which causes almost no smoke or 
flame as long as it is kept under cover. But unless the 
fire is sternly checked someone, somewhere, is going to 
open the door and let in the air. Then the flames rise 
up, and consume the whole structure. It may be too 
late to prevent catastrophe since the government has 
chosen the road to destruction by not reducing the 
national debt in time of peace. 
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The smart New Dealers saw the coming of the war. 
They realized that spending would be easier and big- 
ger if carried on under the impetus of the fierce emo- 
tion of war. They knew that any powers already 
granted—or assumed—could be multiplied a hundred- 
fold under the cloak of patriotism. 


On October 22, 1933, in a fireside chat, the Presi- 
dent said he had authorized the Reconstruction Fi- 
nance Corporation to buy gold at variable prices, de- 
termined by the President. The title of this fireside 
chat was “We Are on Our Way.” He had embarked 
on day-to-day manipulation of the price of gold or 
the value of the dollar of the United States. 


On January 30, 1934, President Roosevelt ended 
day-to-day operations. He reduced gold in the United 
States dollar by 40 per cent. An ounce of gold was 
thereupon to be worth $35.00 in paper dollars, instead 
of $20.67. The price has not been changed since. 


This arbitrary reduction in the gold weight of each 
dollar left a bookkeeping “profit” of $3 billion. This 
$3 billion was credited to the Treasury for spending. 
President Roosevelt asked Senator Glass what he 
thought of this Act. Glass told him, “I think it is 
worse than anything Ali Baba’s forty thieves ever 
perpetrated.” 


Carter Glass said on the floor of the Senate on 
April 27, 1933, “. ... With nearly 40 per cent of the 
entire gold supplies of the world, why are we going 
off the gold standard? To me the suggestion that we 
may devalue the gold dollar 50 per cent means na- 
tional repudiation. To me it means dishonor. There 
never was any necessity for a gold embargo. There is 
no necessity for making statutory criminals of citizens 
of the United States, who may please to take property 
in the shape of gold or currency out of banks and use 
it for their own purposes as they may please.” 


Source: Gold Swindle, by George Racey Jordan 
In his recent economic report President Johnson boasted: 


Decisive progress was made in 1965 toward reduc- 
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ing our balance of payments deficit. Though the re- 
sults for 1965 are gratifying, we cannot afford to relax. 
We have not yet balanced our external accounts. For 
1966, external balance is our goal. 


He added that it is necessary to correct our remaining 
balance of payments “so that the dollar will remain strong.” 


Now the government’s report for the year discloses that 
the United States lost $1.664 billion in gold during 1965 
in consequence of the continuing payments deficit, the larg- 
est gold loss since 1960. Our gold reserve is down $13.807 
billion, almost $10 billion less than was held in 1952. So 
where are the “decisive progress” and the “gratifying” re- 
sults of which Mr. Johnson spoke? 


What is called the balance of payments is the difference 
between the total payments flowing out of and into the 
United States from all sources. Since the fiscal year 1949 
our balance of payments has been unfavorable every year 
except 1957, the year of the Suez crisis. 


Foreigners have now piled up $29.1 billion in short- 
term dollar credits, all of which are redeemable in gold if 
the claim is presented. We simply do not have the gold 
stock to meet such claims if they are advanced. We should 
be obliged to default. In fact, our situation has become so 
desperate that we cannot meet the legal obligation placed 
on the U.S. Treasury to hold $15.396 billion in gold to pay 
certain debts and to discipline our currency. 


The only reason foreign dollar holders do not descend 
on us like a ton of bricks is that they hesitate to call our 
gold because the free world economy is tied to the dollar. 
Nevertheless, they have warned us repeatedly to put our 
economy in order. A year ago, for example, President De- 
Gaulle of France pointedly referred to our difficulties in 
suggesting that the free world return to the gold standard. 


Of course, this proposal did not elicit a sympathetic re- 
sponse from Washington. Why? Here is the explanation 
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offered by Patrick M. Boarman, Bucknell University econ- 
omist: 


After the re-establishment of the gold exchange 
standard at the Bretton Woods Monetary Conference 
in 1944, the dollar became the “key currency” of the 
free world. The function of such “key currencies” is 
to substitute for gold in the settlement of balance of 
payments differences among nations, 

The country with a key currency is thus in the en- 
viable, but in the end deceptive, position of being able, 
indefinitely, to pay its obligations with pieces of paper 
rather than with real goods and services. Such a coun- 
try is in the happy position, moreover, of being able to 
compensate for the ensuing leakage of liquidity from 
the domestic economy by creating at will fresh supplies 
of money and credit. 

In effect, under the gold exchange standard the key 
currency country is spared any need to moderate or 
alter domestic policy in the interest of the balance of 
payments. In particular, it can enjoy the illusion of 
relative price stability at home by exporting domes- 
tically generated inflation to other countries via its 
balance of payments deficits. 

The system commences to founder, however, when 
excess amounts of the key currency accumulate in 
other countries, provoking fears that it is no longer 
as “good as gold,” and causing its conversion into gold 
at an accelerated rate. 


Thus the theory of continuous “deficits without tears” 
has been the propensity to spread inflation through the 
world economy and expose it to sudden collapse, as in 
1931. This is where we are now. The policies of the John- 
son Administration have placed us in a fool’s paradise, 
where the rug can be jerked from under us at any mo- 
ment. 


The foreign aid drain has continued for 20 years and 
consumed (counting in the latest due bill) more than $117 
billion. As the government must borrow to finance its in- 
ternational charity, annual interest charges on money pre- 
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viously borrowed to give away is now at the rate of $4 
billion. Counting in interest charges over the years, the 
total cost to the taxpayers is around $144 billion. 


So great has been America’s outpouring of wealth to 
foreign nations that many of them have accumulated dol- 
lars far in excess of their needs for commerce. Conse- 
quently, they have demanded gold in exchange for the 
dollars, and this is a principal contributing cause to the 
steady attrition of the U.S. gold hoard, with its inescapable 
effect of weakening the dollar. There are already enough 
dollar credits in foreign hands to buy up our entire gold 
reserves. 


How long is Congress going to permit this lunacy to 
continue? 


CHAPTER XIV 


TWO-PRONG STRATEGY 


Here we are face to face with possibly the greatest crisis 
in human history—certainly the greatest crisis in 500 years 
—yet our political, church, and business leaders seem 
either quite oblivious of, or quite indifferent to, the fact. 


Let us go back to the visit of Nikita Khrushchev to the 
United States in 1959. Why was he invited? It certainly 
could not have been for the purpose of impressing him 
with the military and industrial might of America or of 
converting him to so-called capitalism. Neither could it 
have been in the vain hope of softening up the Soviet re- 
gime. Their objective has never changed; the policy by 
which they have pursued that objective has been constant. 
Only strategy and tactics have altered to changing con- 
ditions. 


It has been consistently, and it remains, the avowed goal 
of the communist rulers to smash Western democracy and 
the Christian Church—and, with the blind cooperation of 
the democracies, they are well on the way to achieving 
their goal. But let us give credit where credit is due. With- 
out Roosevelt, his shadowy advisers, and the State Depart- 
ment of the United States, communism would not occupy 
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such a dominant role in the world today. It is on this side 
of the Atlantic that we have to look for the Architects of 
present-day Soviet might. 


Thanks to Yalta, Potsdam, and the betrayal of China— 
a betrayal which literally handed over the teeming millions 
of that country to communist tyranny—not to mention 
the careless abandon (was it careless?) with which atomic 
secrets were revealed to the Soviet regime, today the com- 
munist bloc possesses a military striking force of formida- 
ble strength. For what purpose? The plain answer is 
provided by their consistent policy of predatory aggression 
and their repeated insistence that the capitalist democracies 
must be destroyed—despite recent propaganda about 
peaceful co-existence. To this end the military might of 
communism is supported by a highly organized and power- 
fully effective fifth column strongly entrenched within the 
democracies for the avowed purpose of causing disruption, 
weakening morale, and insidiously propagating communist 
doctrine and promoting communist policies. 


Today the Western democracies are on the defensive; 
the communist bloc is attacking from a position of grow- 
ing strength. Is it likely that at such a time they would 
permit themselves to be deflected from their main objec- 
tive? The idea is absurd. 


Let us pass over the seemingly mysterious reasons that 
prompted the invitation to Khrushchev to visit the United 
States in a blaze of publicity which resounded to the ad- 
vantage of the Soviet regime. Consider, rather, his purpose 
in accepting. 


The Soviet regimes from the time of Lenin have made 
no secret of their conviction that, in their drive towards 
world revolution, war between the communist countries 
and so-called capitalist democracies is inevitable. They have 
been equally forthright in stating that they would build 
up their military might until they were too powerful to 
be attacked; then they would unleash upon the decadent 


Two-PRONG STRATEGY 185 


capitalist government a peace offensive of irresistible in- 
tensity, and when these responded thankfully and weak- 
ened their defenses, the armed might of communism would 
crush them to open the way for world revolution. 


However, that is but one of the two prongs of Soviet 
strategy. Karl Marx, with his theory of surplus values, 
had laid down that capitalist free enterprise economies had 
within them the seeds of their own destruction. Within 
more recent years, however, the late Clifford Hugh Douglas 
provided conclusive evidence that it is not free enterprise 
capitalism, as such, which is at fault, but the financial 
system under which it is operated. 


In his brilliant analysis of orthodox finance he demon- 
strated, beyond any possible doubt, that under the monetary 
system common to the Western nations, the public never 
receives sufficient purchasing power to buy their total 
production at economic prices; that the system can be 
made to work only (a) during an expansion of the econ- 
omy and money supply by piling up huge and mounting 
debt, accompanied by rising prices, and increasing em- 
phasis on military and capital production which distributes 
incomes but does not come on the consumer market; or 
(b) by periodic adjustment involving a deliberate restric- 
tion of economic activity with widespread unemployment, 
bankruptcies, and general economic depression. 


At present the Western countries are trying to make the 
system work under the former conditions (expanding 
economies) with the result that a continuing inflation of 
prices has reduced the value of money in terms of its 
purchasing power by one-half within a period of two 
decades. 


The cause and nature of the defects in the monetary 
system are technical and a subject for study. Those in- 
terested in acquiring this knowledge are referred to The 
Monopoly of Credit and other works by C. H. Douglas. 
The important fact for our purpose is that Douglas has 
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shown that our financial system cannot work; that it is 
only a question of time before it breaks down. And the 
breakdown of the monetary system must result in economic 
collapse. Furthermore, his analysis showed that the finan- 
cial system results in the progressive centralization of eco- 
nomic power, concentrated in vast corporations, combines 
and monopolies; that in the process the real government 
of countries has been transferred from legislatures to bank- 
ing parlors and board rooms; in short, that political de- 
mocracy has been replaced by economic serfdom. 


Douglas’ analysis of the financial system and its rela- 
tion to genuine democracy is at once more fundamental 
and devastating than the criticism of Marx or any other 
economist. It would be blind folly to assume that the So- 
viet regime is not fully conversant with it. Moreover, they 
are not so stupid that they are unaware of the obvious fact 
that the postwar economics of the West have been kept 
operating only by means of a continuing inflation of prices 
combined with two major devices for distributing income 
to people without dumping the corresponding volume of 
goods on the market. The first of these is the huge ex- 
penditures on defense, and the other is the various “give 
away” programs—in particular of the United States. Of 
the two, defense expenditures have been the more im- 
portant in keeping the economy working. 


Stop the defense expenditures of the Western democra- 
cies, and an oversize monkey wrench would be thrown 
into the operation of their respective economies—with the 
impact being greatest on the most highly industrialized 
countries, of which the U.S.A. and Great Britain are well 
in the lead. 


With the foregoing in mind, we can now assess the pur- 
pose of the Nikita Khrushchev visit and the Soviet offen- 
sive against the West. 


Broadly, Khrushchev set himself three main jobs during 
his tour of the United States: 
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FIRST, to sell himself to the American people as “Big 
Brother”—a “Good Joe”—brimming over with the milk of 


human kindness. 


SECOND, to use the opportunity afforded to him by 
TV, radio, and press to sow the seeds of conviction in as 
many American homes as possible that communism is not 
what it was represented to be, but rather a way of life 
with such a compelling appeal and so right that it must 
displace free enterprise capitalism—so the democracies 
might as well relax and accept the inevitable. 


THIRD—and this was the dominant purpose of his 
visit—to use the U.N. Assembly as a platform to unleash 
a peace offensive in such dramatic terms that it could not 
fail to have an impact on millions—full and complete dis- 
armament, involving the destruction of all war materials, 
Weapons, navies, and air forces, and the disbanding of all 
fighting forces; nothing less. 


The extent to which Khrushchev succeeded is a matter 
of record. And it was of a significance which should not be 
overlooked that he displayed complete confidence on the 
outcome in revealing Soviet strategy. 


Having got themselves into a position of overwhelming 
military strength, the Soviet Union is confident that the 
West dare not embark on war. For their part, they do not 
want a war of devastating proportions, the outcome of 
which is problematical. They know with certainty that the 
economies of the West are vulnerable. They know that it 
is only the huge expenditures on defense, and the enor- 
mous volume of exports, which are bolstering the econom- 
ics of the United States and Great Britain—their Number 
One targets. 


Their obvious strategy, then, is to force upon the West 
large scale disarmament, over a short period, at the same 
time forcing their way into those foreign markets on which 
the United States, Britain, and others rely for their ex- 
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ports. And, of course, the Soviet Union can sell in those 
markets at any price they want under communism. 


This strategy is not only aimed at the economic disrup- 
tion of the democracies as a prelude to communist revolu- 
tion: but it also ensures that as the West gets weaker, the 
USSR will strengthen its economy and, therefore, in any 
program of disarmament retain military superiority in re- 
lation to the democracies—for it is not merely a country’s 
armed forces, but the strength of the economy backing 
them which counts. 


It is all too evident that the political and business leaders 
of the Western democracies are blind to the peril they face. 
Otherwise, surely they would be losing no time in rectify- 
ing the serious fault in their economies, which is the focus 
of the communist attack. It is unthinkable that the men in 
whose hands are the lives and destinies of millions of men, 
women and children, would consciously be the instruments 
for the collapse of what civilization remains to us, and 
the subjugation of their countrymen by the tyranny of 
communist rule. Yet, unknowingly, that is just what they 
are doing. 


Think of it in these terms: There is no difference be- 
tween an inflation year and a depression year, except the 
amount of money in circulation! All other factors remain 
the same. We have the same producing facilities. We have 
the same ambition to purchase the maximum of goods and 
services that can be produced. There’s no change at all in 
ability to produce and desire to purchase. 


But, in a depression period, we don’t have the money to 
do these things! Conversely, in an inflation year, there is 
too much money in circulation; therefore prices and wages 
must go up! And when that happens, savings are wiped 
out, insurance no longer insures, Social Security becomes 
a farce and old-age pensions no longer fill the need for 
which they were designed. 
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And this all happens because there is either too much 
or too little money in circulation. 


Therefore, the prosperity of the nation depends upon 
the amount of money in circulation; because the national 
income (total goods and services) must amount to three 
times the amount of money in circulation in any given 
year! 


And who controls the amount of money? Not the people. 
Not the government. But the commercial banks! They 
create new money every time they make a loan. And they 
withdraw money every time they call in a loan. 


The bankers, in most cases (but not all), will tell you 
that this is not true and will offer instead some vague and 
meaningless argument. They have been taught that the 
people must never be permitted to understand money and 
how it operates and how it controls their economic wel- 
fare. For, once the people really understand how this in- 
visible government of money completely dominates and 
controls their economic welfare, they will insist upon a 
new system of money control which will keep constantly in 
circulation the right amount of money to permit full pro- 
duction, full employment, and full prosperity; while neither 
jeopardizing the savings of the older citizens, nor destroy- 
ing the privilege of the younger citizens to build their own 
economic security without depending upon Uncle Sam to 
provide for them from cradle to grave. 


This means that the right to expand or contract this 
imaginary money would immediately be taken out of the 
private hands of the private bankers, and transferred to 
the control of the elected representatives of the people, 
where the writers of the Constitution intended that this 
power should reside. 


Our Constitution gave us power over mammon but, by 
deserting it, we have allowed mammon to become our 
god and master. 
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It can be demonstrated that by simple corrections within 
our financial system it would not only be possible to cor- 
rect its faulty operation, but within a matter of months 
prices could be reduced substantially, all income increased, 
and everybody assured full Social Security under a strong 
and stable economy. 


This is no theory. It is fact. The alternative is disaster 
on a scale too terrible to contemplate. 


(“The Shadows Before,” by Desmond O’Connor; re- 
printed by permission from The American Mercury, Box 
1306, Torrance, Calif. 90505; $10 per year) 


CHAPTER XV 


ENSLAVEMENT OF ALL MANKIND 


For more than fifty years “We the People” have re- 
ceived a daily barrage from the press and pulpit, warning 
us that the only road to world peace lies in the submission 
of our liberties to the dictates of a world government. 


The time has come for us to stop and consider how far 
down the path of destruction this giant conspiracy has 
carried our nation. The time has come, also, when we 
must take a long hard look at how many of our basic lib- 
erties have been usurped through fraud and deceit. 


Before we can achieve an awareness of the scope of this 
plot against our country, we must first arrive at a defini- 
tion of the phrase “We the People.” 


A society where a man would be the master of his own 
destiny, free to think, to reason, to act and to worship ac- 
cording to the dictates of his own conscience, with regards 
to the rights of other men, has long been the dream of 
freedom-loving men everywhere. For it is within this 
framework of freedom, where each man is free to serve 
his own self-interest, that the spirit of co-operation is born. 
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That the framers of our Constitution were aware of 
these truths is seen by the words of the Preamble, which 
are: 


We.the people of the United States, in Order to 
form a more perfect Union, establish Justice, insure 
domestic Tranquility, provide for the common de- 
fense, promote the general Welfare, and secure the 
Blessings of Liberty to ourselves and our Posterity, 
do ordain and establish this Constitution for the 
United States of America. 


In not one line of the Preamble is there mention of 
self-interest, but rather an effort to establish a heritage of 
freedom, justice, welfare, and liberty for their posterity. 


Further, it is noticed that this is a government of “We 
the People,” not the states. It is a union conceived by the 
consent of the governed and deriving its power from that 
source. 


In the words of President Monroe, “The people, the 
highest authority known to our system, from whom all 
our institutions spring, and on whom they depend, 
formed it.” 


It is this truth, that it is “We the People” and not the 
states or federal government who are sovereign, that has 
made illegal much of the legislation of the past 50 years. 
It was the Supreme Court in 1905 which said the federal 
government has no right to barter away the sovereign 
rights of the people without the consent of the people. 


When did the sovereign people of the United States 
give to its elected representatives the power to surrender 
their sovereign rights to a world government or any other 
international body? 


It is this fundamental right of the American people to 
be free that has borne the brunt of attack of the pro- 
ponents of world government. For without destroying this 
freedom, all other efforts are in vain. 
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There is a real power that operates from behind the 
scenes, dictating to other powers, including the United 
Nations, what can and cannot be done. 


INTERNATIONAL MONETARY FUND and 
INTERNATIONAL BANK FOR RECONSTRUCTION 
AND DEVELOPMENT 


Delegates from 44 countries attended the so-called 
United Nations Monetary and Financial Conference at 
Bretton Woods, N.H., on July 1-22, 1944. 


At this conference was the architect of the International 
Fund, Harry Dexter White, Under Secretary of the Treas- 
ury during Roosevelt’s Administration, and one of the 
three most important communist spies in the United 
States. 


The proposal of Bretton Woods was to take effect when 
65 per cent of the quotas set forth in its Schedule “A” 
had been signed and deposited, but in no case before 
May 1, 1945, or after December 31, 1945. It was, in fact, 
approved by Congress on July 31, 1945 and shortly 
thereafter became law, dispelling forever the notion that 
the Fund and the Bank were creations of the United Na- 
tions, although Harry Dexter White has been reported to 
have been the master mind behind all three organizations. 


While Congress approved the proposal with only a few 
minor changes in its original form, upon closer exami- 
nation it becomes obvious these changes strengthened, 
rather than lightened, the strangle hold upon the American 
people. 


Let us now take a closer look at this proposal and see 
what sovereign power it leaves these United States after 
it is ratified by We, the People Sovereign. 


It is interesting to note that Article 2 of the proposal is 
worded so that the original members of the Fund are not 
the nations, but the INDIVIDUALS of the countries rep- 
resented at the conference. 
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The International Monetary Fund, which was to have 
precedence over the International Bank for Reconstruction 
and Development, was to have a capitalization of $8.8 
billion, divided into 8.8 million shares with a par value of 
$1,000 each. The second organization was to be capitalized 
at $9.1 billion, with 9.1 million shares at a par value of 
$1,000, making in all a total of $17.9 billion in capitaliza- 
tion, of which the United States was to subscribe more 
than $5.9 billion, payable in not less than 25 per cent gold 
and the balance in each member’s currency expressed in 
terms of gold as a common denominator or in terms of 
U.S. dollars of the weight and fineness in effect July 
1, 1944, 


But the above was only one of many ways open to the 
conspirators to bring about the greatest hoard of gold the 
world has ever seen. Scattered throughout the proposal 
were additional ways to plunder gold from the helpless 
members. For example: 


Section 4 of Article HII requires that each member who 
“consents” to an increase in its quota, pay to the Fund 25 
per cent of the increase in gold. 


Section 1 of Article IV provides, as mentioned before, 
that the par value of the currency in each member shall 
be expressed in terms of gold as a common denominator, 
or in terms of the U.S. dollar of the weight and fineness 
in effect July 1, 1944. 


Section 8 of Article IV provides for the maintenance 
of the gold value of the Fund’s assets. When it is consid- 
ered these assets may consist of both the currencies and 
the obligations of the member nations, it would be difficult 
even to approximate the amount of gold that would have 
to be paid into the Fund to maintain such value. 


Section 6 of Article V provides that any member seek- 
ing to acquire the currency of another can do so by pur- 
chasing it from the Fund for gold. 
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Section 7 of Article V permits members to purchase 
any part of the Fund’s holdings for gold, but makes no 
mention of any contract by which it may subsequently 
require a member to do so in order to obtain the Fund’s 
favor. 


Thus it becomes abundantly clear that in spite of the 
Supreme Court’s decision in the famous gold cases, which 
held that a gold standard money system, or any money 
measured in gold, is against the public interest and is un- 
constitutional because it destroys our constitutional power 
to regulate, and our own individual right to contract to 
our intentions, the purpose of the Fund is to accumulate 
the gold of the nations of the world and then return them 
to the gold standard. 


The Constitution of the United States provides that the 
Congress shall have the right to coin money and regulate 
the value thereof. However, the provisions of the Inter- 
national Fund, in direct defiance of the Constitution, would 
allow the reimposition of the gold standard on this country. 
It would even give it the power to order our government 
to call in all currency in circulation in exchange for a new 
currency at a ratio of new for old. 


The Fund would have the power to destroy our Consti- 
tution, negate the decisions of our Supreme Court, and 
virtually make or break all private industry at will. It 
would, in effect, take from We the People Sovereign our 
hardearned savings and put us at the mercy of another 
international banker made depression. 


Because the Supreme Court has held the gold standard 
to be unconstitutional, and rest assured the international- 
ists are aware of this fact, it will require a constitutional 
amendment, approved by We the People Sovereign to 
make it legal. 


Thus it is for a proposal to amend the Constitution, by 
an act of We the People Sovereign, in such a way as to 
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permit the re-establishment of the gold standard monetary 
system, that we must remain ever vigilant. 


A further understanding of the sovereignties, immuni- 
ties, and privileges of the Fund’s board of governors, is 
necessary to realize fully the magnitude of this conspiracy 
against the American people. 


Section 1, Article IX, provides that the Fund, in order 
to fulfill its functions, shall have the status, immunities 
and privileges of this Article within the territories of its 
member nations. 


Section 2, Article IX, provides that the Fund shall pos- 
sess full juridical personality, and, in particular, the ca- 
pacity: (1) To contract; (2) To acquire and dispose of 
immovable and movable property; (3) To institute legal 
proceedings. 


It is in this one Article that the Fund gains the power 
to judge, determine their status and enforce their own 
decisions, while reducing this and other member nations 
to the status of policemen. 


To make doubly certain of its power over its member 
nations, the Fund, in Section 10 of Article IX, directs 
each nation to enforce the principles of the Article in 
terms of its own law, and report the action taken to the 
Fund. 


Section 3, Article IX, prohibits the Fund from being 
sued in the courts of any state or country where it is lo- 
cated, except where it expressly waives that immunity. 


Further protection for its nefarious scheme is granted 
the Fund by Section 4, Article IX, which states, “The 
property and assets of the Fund, wherever located and by 
whomsoever held, shall be immune from search, requisi- 
tion, confiscation, expropriation, or any other form of 
seizure by executive or legislative action.” 


And, in a further effort to extend its control over mem- 
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ber nations, Section 6, Article TX, provides, “To the 
extent necessary to carry out operations provided for in 
this agreement, all property and assets of the Fund shall 
be free from restrictions, regulations, controls, and mora- 
toria of any nature.” 


In addition, while the Fund is granted immunity from 
investigation while systematically robbing the American 
people of their liberty and property, it is also granted by 
Section 7, Article IX, the same diplomatic immunity as 
any other nation with consular representation in our sov- 
ereign territory, with the exception that we can ask the 
representatives of other nations to leave. 


Thus is granted to the greatest alien conspiracy that 
has ever functioned within our nation, the right, even in 
time of war, to transmit our country’s most vital military 
secrets to whomsoever it pleases. 


If, at this point, there is still some doubt in the reader’s 
mind that this is indeed an alien conspiracy, then Section 
8, Article IX, relating to the “Immunities and Privileges 
of Officers and Employees,” should forever dispel any 
such naive notions. 


Part (2) of the Section states, “All Governors, Execu- 
tive Directors, Alternates, Officers and employees NOT 
BEING LOCAL NATIONALS shall be granted the same 
immunities from immigration restrictions, alien registration 
requirements and national service obligations, and the 
same facilities as regards exchange restrictions, as are 
accorded by members to the representatives, officials and 
employees of comparable rank of other members.” 


The Articles of Agreement of the Fund contain yet an- 
other set of provisions so powerful as to threaten the very 
existence of our free enterprise system and bring about 
the total collapse of the’ bond and investment market in 
the United States. 


Sections 1 and 9 of Article IX exempt from taxation 
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all assets, property income, operations, and transactions, 
as well as the salaries and emoluments paid by the Fund 
to Executive Directors, Alternates, Officers and employees 
of the Fund, WHO ARE NOT LOCAL CITIZENS, 
LOCAL SUBJECTS, OR OTHER LOCAL NATIONALS. 


Also exempt from taxation is any obligation or security 
issued by the Fund, including any interest or dividend. 


In open competition to private industry and in an at- 
tempt to steal away the wealth of this nation and use it to 
build the resources of other nations, whether they be friend 
or foe, the Fund may issue and sell the securities of any 
nation, tax exempt and execution free, to American in- 
vestors. 


As history has recorded, when the great civilizations 
fell into ruins, never to rise again, the wealth of these 
civilizations was in the hands of a few. TODAY LESS 
THAN ONE PER CENT OF THE PEOPLE CONTROL 
90 PER CENT OF THE WEALTH OF THESE 
UNITED STATES. 


Source: Money Made Mysterious, 90¢ each from 
The American Mercury, Box 1306, Tor- 
rance, Calif. 90505 


The time to awaken is NOW. 


Let history say of this generation that we truly se- 
cured the blessings of liberty to ourselves and our pos- 
terity, ever mindful of the words of Meyer Amschel 
Rothschild, “Permit me to issue and control the money 
of a nation, and I care not who makes the laws.” 


CHAPTER XVI 


MONEY PROBLEMS UNRESOLVED 


Letter from John Adams to Thomas Jefferson: 


All the perplexities, confusions, and distresses in 
America arise, not from defects in the Constitution 
or confederation, not from want of honor or virtue, 
as much as from downright ignorance of the nature 
of coin, credit, and circulation. 


Source: Adams, Charles Francis, The Work of 
John Adams, Vol. 8, p. 447 
Letter from Thomas Jefferson to John Adams: 


. .. And I sincerely believe, with you, that bank- 
ing establishments are more dangerous than standing 
armies; and that the principle of spending money to 
be paid by posterity, under the name of funding is 
but swindling futurity on a large scale. 


Source: The Writings of Thomas Jefferson, G. P. 
Putnam’s Sons, New York, 1892-9, Vol. X, p. 31 


CAPITALISTIC SYSTEMS 
Three Types 


CAPITALISM MEANS MONEY AND CREDIT 
CREATION 
199 
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I. STATE CAPITALISM 


The monetary system of absolute monarchy and 
communism. 


This is the monetary system of world communism 
where the government’s money and credit are cre- 
ated for the benefit of the dictator and gang in 
power, who for all practical purposes own the 
state and its people. This is the monetary system 
of gangsterism and the corporate state. 


“It is a presumption and high contempt in a subject 
to dispute what a king can do or say, that a king 
cannot do this or that.” 


Source: James I of England, 1603. 


Communism and absolute monarchy are politically 
one and the same thing. 


Il. BRITISH BANKER CAPITALISM 


The monetary system of the United States and the 
major nations of the free world, established in 
1694 by the Bank of England. This system sub- 
verts the legal and constitutional government and 
leads to socialism or fascism through favored 
corporate creation and control of the government’s 
money and credit. Under the monetary system of 
British type banker capitalism: ‘Those that create 
and issue the money and credit; direct the policies 
of government and hold in their hands the destiny 
of the people.” (Reginald McKenna, Chairman of 
the Board and President, Midlands Bank of Eng- 
land, and former Chancellor of the Exchequer) 


Source: National Economy and the Banking System, 
Senate Documents, Vol. 3, No. 23, 76th Congress, 
Ist Sess., 1939. 
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HI. INDIVIDUAL CAPITALISM 


The monetary system of the United States Constitu- 
tion but never adopted. This is the political and 
monetary system of free enterprise conceived by 
the founding fathers. Money and credit to be cre- 
ated without favor for credit worthy citizens and 
corporations; and every citizen is a capitalist by 
means of control and use of the nation’s money 
and credit. With this system of government there 
would be no national debt. 


In his Annual Message to Congress of December 3, 
1861, President Lincoln answered the bankers’ argument 
that the people could not be trusted with this constitutional 
power by saying: 


No men living are more worthy to be trusted than 
those who toil up from poverty—none less inclined 
to take, or touch, aught which they have not honestly 
earned. Let them beware of surrendering a political 
power which they already possess, and which, if sur- 
rendered, will surely be used to close the door of 
advancement against such as they, and to fix new 
disabilities and burdens upon them, till all liberty 
shall be lost. 


Source: The Collected Works of Abraham Lincoln, 
Roy P. Basler, editor. New Brunswick, N.J.: 
Rutgers University Press, 1953, Vol. V, pp. 52-3 


Money is the creature of law and the creation of the 
Original issue of money should be maintained as an ex- 
clusive monopoly of national government. 


Money possesses no value to the state other than given 
to it by circulation. 


No duty is more imperative on the government than the 
duty it owes the people to furnish them with a sound and 
uniform currency, and of regulating the circulation of the 
medium of exchange so that labor will be protected from 


202 THE FEDERAL RESERVE BANK 


a vicious currency, and commerce will be facilitated by 
cheap and safe exchanges. 


Government, possessing the power to create and issue 
currency and credit as money and enjoying the right to 
withdraw both currency and credit from circulation by 
taxation or otherwise, need not and should not borrow 
capital at interest as the means of financing governmental 
work and public enterprise. The government should create, 
issue, and circulate all the currency and credit needed to 
satisfy the spending power of the government and the buy- 
ing power of consumers. The privilege of creating and 
issuing money is not only the supreme prerogative of 
government, but it is the government’s greatest creative 
opportunity. 


By the adoption of these principles, the long felt want 
for a uniform medium will be satisfied. The taxpayers will 
be saved immense sums in interest, discounts, and ex- 
changes. The financing of all public enterprises, the main- 
tenance of stable government and ordered progress, and 
the conduct of the Treasury will become matters of prac- 
tical administration. The people can and will be furnished 
with a currency as safe as their own government. Money 
will cease to be master and become the servant of hu- 
manity. Democracy will rise superior to the money power. 


This is the monetary system of a true republic provided 
for in the Constitution, which could put an end to the 
necessity for big government and socialism and which 
could be put into effect immediately if the voters so de- 
cided. 


CONSTITUTIONAL MONEY 


The history of money is fascinating. Money has always 
been closely tied with the history and the progress of the 
human race. There has never been an important historical 
era when the destiny of people, nations, and states was 
at stake, when the problems of money, credit, or trade 
were not somehow involved. Every decision in the inter- 
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national and local political field by the United States in- 
volves some aspect of the money and credit question. 


History has shown, apart from wars and perhaps reli- 
gious persecutions, no single factor has been more pro- 
ductive of misery and misfortune than the failure of 
governments to have sound monetary systems. This is 
clearly demonstrable from the course of events in various 
countries, ever since money became an important ele- 
ment in civilized communities. A stabilized price level and 
a smoothly working monetary system are things to be 
desired, second only to international and domestic peace, 
when it is remembered that throughout early history, kings 
and governments had insisted on their prerogative of 
issuing money and controlling money within their juris- 
diction. It is very strange and unrealistic to find modern 
states and their citizens in the free world, accepting as 
though they were some divine laws, a limitation and veto 
of their sovereignty in the sphere of money and credit, 
so far-reaching in effects on their own powers and on the 
daily lives of the citizens. It is as if they were involved 
in an agreement to conform in all circumstances to a 
standard of value over which they have no control. 


It is both commonplace and certain in history that 
economic power over the state by private individuals is 
poisonous to the state and to those individuals who have 
exercised it without proper guidelines and close super- 
vision from the electorate. For when these are absent, 
greed for wealth and power keep the economic governors 
unwilling to surrender or limit their powers for the good 
of the state and its people. This has been the prime rea- 
son for the decline and fall of nations. No group of men 
who exercise the power of a despot can ever long retain 


the habit of republican responsibility to the state and its 
citizens. 


The special weakness of every financial dictatorship or 
political government has been its inevitable tendency to 
identify its own private good with the public welfare. To 
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exercise great economic power continuously is to become 
separated from the wants and needs of the state and from 
those governed, for the financiers and politicians have 
definite economic interests of their own which conflict 
with the national welfare. Also, their desire for perma- 
nency and their bias against change works against political 
and economic reform. They believe if things remain the 
same, they will retain their privileges and advantages, but 
if things change, they may not keep them. This eventually 
brings about the fossilization of the state. They also wish 
to retain the dignity and importance which belong to their 
function and will make every effort to retain and expand 
their powers by legal or illegal means. Every system of 
government breeds this system of economic habit in its 
political parties and economic rulers. 


The Greek philosophers believed this greed for wealth 
and power that no wealth or power could ever satisfy 
was a defect buried deep in human nature. They also 
believed that the present and the future repeat the past in 
ever recurring cycles of rise and fall because states were 
ruled by men with this weakness. Viewed in this light, the 
words of Patrick Henry, “Eternal vigilance is the price of 
liberty,” take on new significance. Today, every citizen 
is dimly aware that in some way his daily business is af- 
fected by the operations of the monetary system, but he 
is quite unable to realize to what extent. To the vast ma- 
jority, the actual principles of finance and the theory of 
money and credit are a closed book. 


The framers of our Constitution devised a form of gov- 
ernment for America, politically and economically more 
perfect than any that has been developed in man’s history. 
This was so because it was based upon the fundamental 
principle that the state should exist for the individual, and 
that the individual, with his rights and his freedom, is 
paramount. This personal freedom was to include eco- 
nomic freedom, too. The Constitution gave the citizen the 
right to control the monetary system through his repre- 
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sentatives in Congress. But the people have never realized 
what was involved in Article I, Section 8, Clause 5 and 6, 
“To coin Money, regulate the Value thereof, and of 
foreign Coin, and fix the Standard of Weights and Mea- 
sures; To provide for the Punishment of counterfeiting 
the Securities and current Coin of the United States.” If 
they had been aware of the implications, and acted in their 
own best interests they would have achieved a minimum 
of government and a maximum of freedom in the United 
States. 


Tax burdened Americans today would do well to 
remember and examine thoughtfully this principle of the 
Constitution. This should change their concept of free 
representative government, for without this constitutional 
principle, we still have taxation without representation. 
We must also realize and recognize that governments by 
their very nature are oppressive and inevitably tend to 
become more so as time passes and the governed lose 
their desire or the ability to participate directly in gov- 
ernment. 


The greatest need in the United States today is for a 
public understanding of money and the monetary system 
and our economic rights under the Constitution. It has 
become common among Congressmen to say: “All I know 
about money is that I never have enough of it.” But per- 
haps the biggest hurdle to overcome among the general 
public is not the problem that they know little about the 
matter, but rather what they believe they know, and are 
sure is true, is usually false. This is not hard to understand 
if it is realized that people are exposed to a constant bar- 
rage of half-truths, misleading statements and out-and-out 
falsehoods. This is not only true from the news media 
and from the financial writers, but extends to college text- 
books on money and banking as well as to the politicians. 
We must have public understanding of the money and 
credit system to avoid creeping socialism and growing 
statism which can destroy us just as subtly and probably 
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more completely than the actions of any foreign power. 
We must realize that we cannot have the form of gov- 
ernment guaranteed to us by the Constitution, without a 
constitutional monetary system. 


In the United States today, we have, for all practical 
purposes, two central governments. We have a federal 
government, which is visible for all to see, and we also 
have in Washington a somewhat hidden economic govern- 
ment called the Federal Reserve System, the nation’s cen- 
tral bank, which stands above the elected government and 
which is controlled by the New York financial community. 
This bank has the power to check, revise, or overrule the 
elected government in all economic matters. It can make 
administrations and politicians popular or unpopular. 


As an illustration of this fact, Mr. Marriner Eccles, who 
was Chairman of the Board of Governors of the Federal 
Reserve System longer than any other man, in testifying 
before the Joint Economic Committee in August, 1962, 
answered the question put to him by Chairman Rep. 
Wright Patman as to whether it was not a fact that the 
Federal Reserve system has more power than either the 
Congress or the President: “In the field of money and 
credit, yes.” 


Source: State of the Economy and Policies for Full 
Employment, p. 524. 


During the Hearings on the Banking Act of 1935, Mr. 
H. Parker Willis testified. Mr. Willis was America’s best 
known banking economist, had been president of the Cen- 
tral Bank of the Irish Free State and the Central Bank of 
the Philippines, and had advised many governments on 
monetary matters, including the United States. He also 
had helped draft the Federal Reserve Act and had been 
its first economist and secretary. He had also served as 
adviser to the large New York banks. He was questioned 
by Senator Cousins, Republican from Michigan, who had 
a net worth of over $30 million himself and was not de- 
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pendent on bankers’ financing to remain in office. Mr. 
Willis said that he believed that the 1935 Banking Act, 
if passed, would not be enforced. Senator Cousins re- 
plied, “I have never seen any law ever passed that we 
could get the New York bank people to obey.” 


Mr. Willis: “Because they did not want to obey, per- 
haps.” 
Sen. Cousins: “I am afraid that is true, also.” 


Mr. Willis: “Then we are agreed on that.” 


Source: Banking Act of 1935, Hearings before a Sub- 
committee of the Banking and Currency Committee, U.S. 
Senate, 74th Cong., Ist Sess., on $.1715, May 1935, pp. 
871-2. 


The Federal Reserve System is in the wrong hands. No 
constitutional republic can function when the government’s 
money powers are in the hands of a financial oligarchy 
such as the New York financiers. 


This group of New York financiers and industrialists, 
who also are the American international bankers, consists 
of the following: 


The Aldrich Rockefeller Group 

The Mellon Interests 

The Du Pont Interests 

The Morgan-Guaranty Trust Syndicate 
The Kuhn-Loeb Syndicate 


These are known as the “big five.” There are also three 
smaller groups which are known as: 


The Boston Interest Group, who control large banks, 
insurance companies, and manufacturing concerns, 
etc., in their district. 


The Chicago Interest Group, who control large banks, 
insurance companies, meat packing, and private utili- 
ties in their district. 
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The Cleveland Interest Group, who have control of 
large banks, insurance companies, steel, and various 
other industries in their district. 


These eight interest groups are closely tied together by 
interlocking directorships. These facts have been estab- 
lished many times by economic research groups through 
studies of census data, stock ownership, and other means. 
This financial group has monopolized control of all the 
large banks and, for all practical purposes, all the large 
corporations, financial institutions, and insurance compa- 
nies in the United States through their control of the 
government's credit and the right to manufacture money 
and credit. 


They control or own all of the 21 private government 
bond dealers in New York City. The Treasury bonds and 
bills, except savings bonds sold to the general public, are 
all required by laws, passed by Congress, to be bought 
and sold through these 21 tollgate dealers. (See Banking 
Act of 1935). These 21 private dealers distribute geo- 
graphically bank reserves for the member banks of the 
Federal Reserve System. That is why New York is the 
money center of the United States and always will be, as 
long as this group is able to control the government’s 
monetary system. 


These eight interest groups also control the Federal Re- 
serve System and the United States Treasury, even though 
they are both government agencies. But, for that matter, 
they also control the Congress and the office of the 
Presidency of the United States. 


The Congressmen, who follow the New York financiers’ 
bidding on economic matters, whether Democrat or Re- 
publican, are provided for by means of ample bank credit, 
financial help during political campaigns, appointments to 
the right committees, and bank loans for safe investment 
ventures. The Congressmen who vote for the best interest 
of the government and their constituents are denied those 
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privileges and the large campaign funds go to their oppo- 
nents in the next election; consequently, they are usually 
“one-termers.” 


And there is the “T&T Club,” (out Thursday, in Tues- 
day). Every Thursday afternoon, the great majority of 
the House and Senate members leave Washington for New 
York, Philadelphia, Pittsburgh, Hartford, Conn., Chicago, 
Detroit, and Wilmington, Del., where they work for cor- 
porations owned or controlled by the New York financiers, 
and then return to Washington Tuesday, if it is convenient. 
A great many Congressmen earn much more money from 
these “T&T” activities than they do from their govern- 
ment salaries. This is a conflict of interest, but a small 
price for these financiers to pay for the control of the 
nation’s money and credit. 


Under the title, “What is Wrong with Congress?” the 
following quotes appeared in U.S. News & World Report, 
September 12, 1960: 


Rep. W. J. Bryan Dorn (D-S.C.): A lot of lawyers 
in the East want to go home and practice law every 
week end. 


Sen. Karl E. Mundt (R-S. Dak.): The leadership in 
both houses tends to adjust congressional schedules to 
the “Tuesday through Thursday” routine, which best 
fits the convenience of members on the East Coast, 
and tends to delay the completion of business much 
longer than would be true if full schedules of activi- 
ties were followed from Monday through Friday. 


Rep. W. R. Poage (D-Tex.): There are about 250 
House members of what we know as the TTT Club 
(Tuesday through Thursday). They live in the North- 
east and as far west as Chicago. Other members are 
no better, but a man in my area simply cannot afford 
either the time or the money to go home each week 
end. Very few of the TIT Club members will bother 
to attend a committee meeting if it is inconvenient. 
The result is we do not get the work done. I think 
that any member of Congress should be dropped by 
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a committee unless he attends, or offers a legitimate 
excuse as sickness, at least half of the committee 
meetings. 


A Republican Senator, who preferred to remain 
anonymous: 


Congress is too much motivated by fears and anxie- 
ties concerning pressure groups and the “next elec- 
Hon.” 


Rep. Frank Chelf (D-Ky.): In my opinion, a con- 
siderable amount of our inability to operate early in 
the session is because of the powerful influence of 
the “T&T Club”—in Tuesday and out Thursday. 


Rep. Wint Smith (R-Kans.): Congress has become 
subservient to pressure groups. 


Rep. Wright Patman (D-Tex.): Many of the bills 
Congress passes are never mentioned in the public 
press, either before or after passage. And most are 
mentioned only in a capsuled way, characterized with 
slogans which frequently mislead more than they in- 
form. There is usually someone around to supply the 
slogans which the press picks up. 


Most of the time the public does not know what 
Congress is doing and, all too frequently, members 
of Congress do not know what they are doing. The 
two conditions are not unrelated. 


Through this control of Congress, the financial interests 
of the United States have been able to control the nomi- 
nating conventions of both political parties. In this way, 
they have been able to hand pick the presidential nominees 
so that no matter which party wins, their nominee for 
President is under definite obligations to let the New York 
financiers control the Treasury, the State Department, the 
Comptroller of the Currency, and the Attorney General. 
The office of the President of the United States has be- 
come very much like that of an elected monarchy and 
is largely a ceremonial office. Successful national poli- 
ticians must be skilled actors and able to convince the 
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electorate that they are exercising great power, when 
actually they are not. 


! This is not an abnormal situation in a country with a 
debt monetary system. The English Parliament has func- 
tioned in the same way since 1694. Privately, many Con- 
gressmen excuse their conduct on these grounds and say 
that they are only doing what comes naturally, that they 
didn’t create the system and nothing can be done about it, 
unless the voters demand it, because of the power the 
banking lobby of the American Banking Association holds 
over Congress and the news media. 


This fact was well known to Adams and Jefferson and 
the founding fathers. They knew that it is impossible to 
have a constitutional republic without a constitutional 
monetary system because British type banker capitalism 
is a political system that subverts the elected representa- 
tives and the state eventually goes down through fossiliza- 
tion and economic pressures. The Revolutionary War was 
fought over this principle. 


In the 1760’s Benjamin Franklin was in London on 
some trade matters, and was asked to speak at a dinner. 
He was asked the question, “How do you account for the 
prosperity in the American colonies?” Franklin replied, 
“That is simple. It is only because in the colonies we issue 
our own money. It is called colonial script and we issue 
it in the proper proportions to accommodate trade and 
commerce.” 


Not long after this, a bill was prepared by the Bank of 
England and introduced in Parliament declaring that no 
colony could issue its own money. The colonies then had 
to discard their script and issue bonds and sell them to 
the Bank of England to get money. For the first time, the 
money in the United States began to be based on debt. 


Benjamin Franklin stated that in one year from that 
date, the streets of the colonies were filled with the un- 
employed because the Bank of England gave the colonies 


a 
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only half as many units of payment in borrowed money 
from the Bank of England as they had in script. In other 
words, their circulating medium was reduced 50 per cent 
and nearly everyone become unemployed. The poorhouses 
became filled, according to Franklin’s statement. Franklin 
went further than that. He said that this was the original 
cause of the Revolutionary War. In his own language: 
“The Colonies would gladly have borne the little tax on 
tea and other matters had it not been that England took 
away from the colonies their money, which created un- 
employment and dissatisfaction.” 


Source: National Economy and the Banking System, 
Senate Documents, Vol. 3, No. 23, 76th Congress, 
lst Session 1939. See Senate Hearings, Banking Act 
1935, p. 784, and the Writings of Benjamin Frank- 
lin, by A. H. Smyth, Macmillan Co., 1907 


This corruption of Congress and the President of the 
United States would not have been surprising to Benjamin 
Franklin or Thomas Jefferson. 


When Franklin came out of the meeting after the Con- 
stitution had been drafted, someone asked him, “What 
form of government have they given us?” Franklin re- 
plied, “A republic, if you can keep it.” 


The fact that Franklin understood the main problem of 
republican government can be appreciated from a letter 
he wrote, approximately three years before the Constitu- 
tion was drafted. 


4 


Passy, July 26, 1784 

* * * Tt is wonderful how preposterously the af- 
fairs of this world are managed. Naturally one would 
imagine that the interest of a few individuals should 
give way to general interest; but individuals manage 
their affairs with so much more application, indus- 
try, and address, than the public do theirs, that 
general interest most commonly gives way to par- 
ticular. We assemble parliaments and councils to 
have the benefit of their collected wisdom; but we 
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necessarily have, at the same time, the inconvenience 
of their collected passions, prejudices, and private 
interests. By the help of these, artful men overpower 
their wisdom, and dupe its possessor; and if we may 
judge by the acts, arrests, and edicts, all the world 
over, for regulating commerce, an assembly of great 
men is the greatest fool upon earth. 


Source: The Writings of Benjamin Franklin, Vol. I 
by A. H. Smyth, Macmillan Co., 1907, p. 194 


The same fact is emphasized in the following quotation 
from a letter by Thomas Jefferson, the third President, to 
John Adams, the second President of the United States. 


* * * and believing, as I do, that the mass of the 
citizens is the safest depository of their own rights, 
and especially, that the evils flowing from the dup- 
eries of the people, are less injurious than those 
from the egoism of their agents. I am a friend to 
that composition of government which has in it the 
most of this ingredient.* * * * 


Source: The Writings of Thomas Jefferson, Vol. 
X, G. P. Putnam’s Sons, New York, 1892-9, 
Dp. F1 


Mr. MacKenzie King, who for many years worked for 
New York financial interests, including the Rockefellers, 
prior to becoming Premier of Canada, made this state- 
ment in opposing the legislation under which the Bank of 
Canada, a bankers’ central bank and modeled after the 
Bank of England, was being established in the dominion 
in 1934. 


Once a nation parts with the control of its currency 
and credit, it matters not who makes the nation’s 
laws. 


Until the control of the issue of currency and 
credit is restored to government and recognized as 
its most conspicuous and sacred responsibility, all 
talk of the sovereignty of Parliament and of Democ- 
racy is idle and futile. 
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Even the ordinary dictionary distinguishes between these 
two different types of political and economic systems. 


Republic (Webster’s Dictionary) 


1. (a) a state or nation in which the supreme power 
rests in all the citizens entitled to vote (the elec- 
torate) and is exercised by representatives 
elected, directly or indirectly, by them and re- 
sponsible to them; 


(b) the form of government of such a state or 
nation. 


The founders of the Constitution laid the cornerstone 
of our national republic. 


(The constitutional provisions on money were not fol- 
lowed so the United States has never been a true repub- 
hie.) 


Capitalism: (This form should properly be called Brit- 
ish Banker Capitalism). 


1. A system that favors the concentration of capital in 
the hands of a few. 

2. The power and influence of concentrated capital. 

3. The possession of capital. 


(Funk & Wagnalls College Dictionary) 


Capitalistic System: (This form, too, is British Banker 
Capitalism) 


An economic system of capital in which capital- 
ists play the dominant roles. It has been characterized 
by a tendency toward concentration of wealth and 
in its later phase, by the growth of great corporations 
and increased governmental control, etc. (Webster’s 
Dictionary). 


Under British Banker Capitalism, a capitalist is an in- 
dividual or corporation who can create or manufacture 
money. An individual or corporation who possesses great 


MONEY PROBLEMS UNRESOLVED 215 


wealth but has not had this governmental function to 
create money delegated to him is not a capitalist. This is 
why Adams, Jefferson, and Lincoln believed that banker 
capitalism was more dangerous to our liberties than stand- 
ing armies. In a republic, banks would lend money but 
could not create or manufacture it. 


A free enterprise republic would give the United States 
an economic system that was actually competitive, where 
ingenuity and hard work would be much better rewarded 
than in a planned and controlled economy, such as we 
have today where the private money managers can make 
or break any business man or company in the nation and 
can create and destroy the money; can and have brought 
on recessions, depressions, and panics in order to concen- 
trate the wealth of the country in their own hands. This 
prevents true competition and leads to big government, 
socialism, or fascism. 


Oliver Wendell Holmes, former Justice of the Supreme 
Court, said: 


“I don’t disguise my feelings that the Sherman Anti- 
trust Act is a humbug, fashioned on economic ignorance 
and incompetence.” 


Source: Holmes Pollack Letters, 1941-44, p. 163. 


In a free constitutional republic, as envisioned by the 
founding fathers, money would function as a free society’s 
bookkeeping system, a system where each individual is 
credited for what he contributes to the society’s economy 
and is debited for what he receives from the society’s 
economy. A good constitutional money system would 
permit a free society to organize its economic efforts effi- 
ciently, and private enterprise could devote a large part 
of its current efforts to building tools, plants, and know- 
how for production in the future. The nation would avoid 
recessions, provide for steady, even economic growth, ex- 
pand our foreign trade, solve our farm problems through 
export sales of surpluses, and quickly end foreign aid by 
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establishing the foreign bank branches, called for in the 
Federal Reserve Act of 1913. We could then have a 
dollar of uniform purchasing and debt paying power 
from one generation to the next without crushing taxation, 
as is. the case today; and we could pay off our national 
debt without one more or one less dollar in circulation. 
This would relieve the taxpayer of the approximately $14 
billion a year that he must pay in federal income tax to 
service the national debt. We could then refund and 
refinance the debt of the states, counties, and cities and 
put them on a sound financial pay-as-you-go basis. Most 
of this state, county, and city debt is held by financial 
corporations who created the money to buy the bonds and 
pay no income tax on the interest earnings. 


Congressman Patman asked Mr. Martin, Chairman of 
the Board of Governors of the Federal Reserve System, 
“Do you look with favor upon the banks creating money 
to buy tax-exempt bonds?” 


Mr. Martin: “You and I discussed this before. I have 
never been in favor of tax-exempt securities. I suspect the 
Congress is not likely to change that.” 


Source: Policies for Full Employment, p. 639, Joint 
Economic Committee, August 1962. 


No one can justify this policy. There are about $10 
billion of these bonds issued each year which are tax- 
exempt. Soon much of the big wealth of the country is 
going to be in these tax-exempt and government bonds 
and the ordinary taxpayer is going to pay more and more 
taxes. Under a constitutional money system, the American 
taxpayer would pay far less tax and at the same time make 
more money due to increased economic activity. 


The Federal Reserve System was supposedly set up in 
1913 with the purpose of trying to remedy some of the 
deficiencies in the marginal reserve system of banking. 
Anyone who remembers the 1921 and 1929 depressions 
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and recessions since knows that it was not successful in 
this respect. 


How this system of private banks creating money 
evolved from the practices of the goldsmith bankers of 
Western Europe is a long and involved subject. Some- 
times a simple little fable will explain the workings and the 
dangers of such a system more clearly than a college text- 
book. Most of its evils, such as the marginal reserve sys- 
tem, still exist in the modern banking system. Some of 
the great modern banks in Europe started as goldsmith 
banks. 


Since money is a social and political system, a nation 
must either design, improve and manage its money sys- 
tem wisely or risk the consequence of certain disaster. 


Woodrow Wilson, in a speech in 1916, referred to the 
financial oligarchy that controls the Federal Reserve Sys- 
tem: 


A great industrial nation is controlled by its system 
of credit. Our system of credit is concentrated. The 
growth of the nation, therefore, and all our activi- 
ties are in the hands of a few men * * *. We have 
come to be one of the worst ruled, one of the most 
completely controlled and dominated governments in 
the civilized world—no longer a government by free 
Opinion, no longer a government by conviction and 
the vote of the majority, but a government by the 
opinion and duress of small groups of dominant 
men. 


Source: National Economy and the Banking Sys- 
tem, Senate Documents, Col. 3, No. 23, 76th 
Congress, Ist Session, 1939 


Such a financial oligarchy has controlled every United 
States Congress since 1788 and every United States Presi- 
dent since the death of Abraham Lincoln. With the gov- 
ernment’s money creating power in private hands, it 
would be naive to believe that the men who exercise this 
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great power over the nation’s money and credit would 
allow politicians, who are absolutely dependent on their 
favors, to be nominated and elected and actually govern 
the country without veto power over their actions. This is 
expecting too much from human nature. In a republic, 
the supreme power rests with the people, but the voters 
have not accepted this responsibility. It has gone to the 
private money creators by default. 


The American people have been too preoccupied with 
their own affairs and have not taken the long view of 
what is best for the country. If the citizens were vigilant, 
as the founding fathers anticipated, these conditions could 
not have existed, or exist now. We must have a public 
citizens’ committee to investigate Congress, the Adminis- 
tration, and our monetary system, for all the old dangers 
are still in our government—the monetary system and 
some new ones, too, that are threatening our national sur- 
vival and way of life. 


The so-called safeguards in our money system are 
largely a myth—such as the Federal Deposit Insurance 
Corporation, which is only a corporation and can go 
broke like any other corporation. The government does 
not guarantee bank deposits up to $15,000; the F.D.LC. 
does. It has only $1.40 to guarantee every $100 of bank 
deposits in the United States and even for this protection, 
the Treasury is forced to tie up $3 billion in its account 
to give to the F.D.I.C. if it is needed—which is an added 
expense to the taxpayers, to provide this meager protec- 
tion. If our Federal Reserve money managers decided to, 
they could throw the country into a money panic that 
would make the 1929 panic look like a picnic, and the 
F.D.1.C. wouldn’t last a day. 


All the Open Market Committee of the Federal Reserve 
System would have to do would be to sell $10 or $15 
billion of the Federal Reserve System portfolio of gov- 
ernment securities and then not furnish the reserves to 
the commercial banking system to pay for them. There 
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are several ways that this could be done. This would col- 
lapse bank credit on such a scale that 1932 would look like 
a time of prosperity. The Federal Reserve Board was given 
this authority for the second time under the Vault Cash 
Bill, S1120, passed by Congress and signed by President 
Eisenhower, 1959, to do just this, if they so desire. 


Congressman Wright Patman of Texas had this to say 
about $1120: 


This legislation commences a new practice of put- 
ting government bonds back into circulation after 
they have been paid for with government money, and 
this will require their payment the second time—and 
maybe the third or fourth time. This does not make 
any kind of sense—common, book, or horse—but it 
does make nonsense. The reason is the people gen- 
erally are not informed about it and enter no protest. 
The members of Congress have terrific pressure from 
the banking lobby that will profit so handsomely 
from this give-away. Our exposes are scandalous and 
shocking but they are only printed in the daily Con- 
gressional Record, which is read by few people— 
although it can be subscribed for like any other 
publication for $1.50 a month. This is all happening 
right here in the United States of America in broad 
daylight—while the Members of Congress have their 
eyes wide open with printed testimony from banker 
representatives disclosing in large type—not fine print 
—exactly what they propose to do. (From William 
John Bryan’s book The United States’ Unresolved 
Monetary and Political Problems.) 


CHAPTER XVII 


MONEY DICTATORSHIP 


Actually, what we have in this country is a money dic- 
tatorship. The Federal Reserve System does not resemble 
anything else in our democratic government. Nothing else 
comes close to equalling the absolute autocratic powers 
of the Federal Reserve. 


When you take a long hard look at the structure, you 
come to realize that the Federal Reserve System has 
been shaped along the lines of agencies that are usually 
found in totalitarian states. 


Now, I am not by any stretch of the imagination ac- 
cusing the Federal Reserve, any of its members, or any 
banker of being communistic. I want to make that point 
crystal clear. 


However, the parallel between the setup for the Com- 
munist Party in Russia and the Federal Reserve System 
in the United States is startling. 


In the Soviet Union, a tightly knit clique of the Com- 
munist Party runs everything, operating in total secrecy 
and with total disregard for the wishes of the people and 
the Russian Constitution. 
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In the United States, the monetary affairs are run by a 
tightly knit clique of bankers, within the Federal Reserve 
System, operating in total secrecy and with total disregard 
for the people and for the Constitution of the United 
States. In both countries, a small group of people have 
knowledge of, and benefit from, the decisions of these 
tightly knit cliques. 


In the United States, monetary policy is basically con- 
trolled by the seven members of the Federal Reserve 
Board, the 12 presidents, and the 108 directors of the 12 
Federal Reserve banks. These 127 people, operating in a 
secretive manner, have absolute power over monetary 
decisions. 


In the Soviet Union, there are 133 members of the 
Central Committee of the Communist Party. This is the 
group that runs everything in Russia. 


Both the Federal Reserve System and the Communist 
Party in Russia also have a more elite group—a small 
super committee. 


In the Federal Reserve System, this group is known as 
the Federal Open Market Committee, and is composed of 
the seven members of the Federal Reserve Board and five 
of the 12 presidents of the Federal Reserve banks—12 in 
all—-with the other seven presidents participating. 


In the Soviet Union, this is a small committee within 
the Central Committee known as the Politburo. This has 
11 members compared with the Federal Open Market 
Committee’s 12. 


When the Federal Open Market Committee meets every 
three weeks in Washington, it goes behind locked doors. 
The shades are drawn, and the “Gestapo” is put out in the 
hall to guard against any possible intrusion by outsiders. 
We never know what goes on in these meetings—until six 
years later—after the statute of limitations has run on 
any crime that might have been committed. It is in these 
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sessions that the monetary decisions, interest rates, and 
the money supply are decided. Not even the President of 
the United States can attend these secret sessions. 


In the Soviet Union, the Politburo meets several times 
a month in Moscow in totally secret sessions. No one is 
allowed past the armed guards. Like the Federal Open 
Market Committee, the decisions of the Politburo are 
kept secret until the party decides to release the infor- 
mation. 


In both the Soviet Union and in the Federal Reserve 
System, favors are dispensed to a select few. 


The decisions of the Federal Open Market Committee 
on monetary affairs are made known to a handful of 
bankers and big business allies—perhaps as many as 2,000 
to 3,000 people. They are the only ones who get this fa- 
vored information and, of course, they are the ones who 
are in a position to profit from this knowledge. 


In the Soviet Union, the Central Committee and the 
Politburo dispense favors to select members of the Com- 
munist Party. They get the advantages, the good housing, 
the cars, other special privileges and favored treatment. 


The Communist Party takes care of its friends in Rus- 
sia, and in the United States, the Federal Reserve takes 
care of its banker friends. 


In both countries, the people are shut out. The people 
do not take part in the decisions and they do not benefit 
from them. Only an elite few get the benefit. 


Now, in the Soviet Union, we might expect this situa- 
tion. It is a totalitarian state and it is not surprising that 
these decisions benefit the few and not the many. But in 
the United States, it is strange—and I believe tragic—that 
we have a Federal Reserve System that operates in the 
same manner as the Communist Party. It is out of step 
with our other democratic institutions. It is the rotten 
apple in our barrel of democracy. 
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Again, I want to say that I am not accusing anyone of 
being a communist. But I am saying that both systems 
operate as dictatorships against the will of the people. 


Both the Congress and the executive branch must do 
everything they can to correct this situation and to put 
our monetary policies back on the track. We must return 
our Federal Reserve System to the people of the United 
States. The elected representatives of the people—the 
Congress and the President—must exercise the proper 
control over these activities just as they do over other 
operations of the federal government. We cannot run 
from our responsibility. 


Now, let me show the difference—and I am not accus- 
ing any Board member of being a communist, or any 
banker of being a communist, or anything like that—but 
totalitarian governments, whether they are communistic 
or fascist, operate just the same as the Federal Reserve 
Board operates. 


Let me give you some parallel comparisons. Let us pick 
up with Soviet Russia, a communist country: 


Comparison between totalitarian country and Federal Reserve System 


COMMUNIST PARTY, FEDERAL RESERVE, 
SOVIET UNION UNITED STATES 
1. Seized power 1. Seized independence 
2. Unelected 2. Unelected 
3. Small committee—133 mem- 3. Small group—12 members of 
bers—of Communist Party Federal Reserve Board and 
controls Federal Reserve bank presi- 


dents—controls monetary de- 
cisions 
4.11 member Politburo—final 4.12 member Federal Open 


decision maker Market Committee—final de- 
cision maker 
5. Operates in total secrecy 5. Operates in total secrecy 
6. Party minutes released only 6. Minutes secret until six years 


when favorable to party after meetings. Released be- 
fore that only when favorable 
to Federal Reserve 
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7. Decisions benefit communist 
faithful who have inside 
knowledge 


8. Favored treatment to com- 
munist elite 

9. Ignores Constitution of Soviet 
Union 


10. Can refuse credit to citizens 


of the country without reason 
—no appeal from refusal 


11. Allocation of credit at most 


reasonable rates to small per- 
centage of Russians who are 
members of the Communist 
Party 


12. Door of opportunity closed to 


99 per cent of the people in 
Russia on availability of cred- 
it and equality of opportunity 
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10. 


Decisions benefit compara- 
tively small number of bank- 
ers who have inside knowl- 
edge 


. Favored treatment to bankers 


and their allies 


. Ignores Constitution of the 


United States 

Can refuse credit to citizens 
of the United States without 
reason—no appeal from re- 
fusal 


11. Allocation of credit at most 


12. 


reasonable rates to big bank- 
ers, big business, and those 
who have inside knowledge 


Door of opportunity and 
equality of opportunity to re- 
ceive credit closed to most 
people in United States 


to receive credit 


Now that shows a comparison between totalitarian 
governments, and communism in particular, and what is 
going on here in the United States of America in broad 
daylight in monetary policy. This is resulting in the people 
being robbed and robbed and robbed every day by ex- 
cessive, extortionate, and usurious interest rates. It should 
not be allowed to go on further. 
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December 30, 1965 


President Lyndon Johnson 
The White House 
Washington, D.C. 


Dear Mr. Presidents: 


The carrying out of your vision of The Great Society may be stopped 
by the men presently responsible for the administration of our archaic 
monetary system. One of the basic causes of the American Revolution- 
ary War was the edict inspired by the Bank of England, forbidding the 
colonies from issuing their own currency, and the Bank's subsequent 
failure to provide enough money. for the expanding Colonial economy. 
Eighteenth century financiers and International Bankers realized that 
as long as they controlled the issue of the people's money, the form 
of our government made little difference. Except for a short period 
of time during the Civil War, when Lincoln issued the United States 
Legal Tender Note Currency to help save the Union, usurpers have been 
in control of the United States monetary system. 


Thomas Jefferson protested the giving away of the hard won econome 
ic freedom, won by the Revolution. He also stated, in substance, 
that Congress would create the nation's greatest enemy by delegating 
its duty and authority to control the issue of our money. 


The enslavement of our government and people in today's debts 
proves that Jefferson's keen foresight was right. Before the Fede 
eral Reserve Bank was established, Senator Norris and other men of 
vision felt that the government should print and handle its own cure 
rency, and wished to establish.a true Federal Bank which would be 
owned and controlled entirely by the Government. Today's Federal 
Reserve System is no more owned by the Federal Government than is 
the United States Steel Company or the Federal Truck Company. Gove 
ernment supervision of the Federal Reserve has not and cannot pro- 
tect the public interest. The evils of the system have always led 
to money crises, and is now a threat to a government of and by the 
people. 


Years of study of this problem gives me confidence in privately 
owned banks using their own and depositors' money. They are a part 
of our free enterprise system and fill a need in today's economy. 
Many have not joined the Federal Reserve and some member banks do 
not approve of parts of the system. 


A look at the enormous assets of the member banks of the Federal 
Reserve and then at the astronomical private and public debts, raises 
questions: Has Congress delegating its duty to supply the economy 
with money to the Federal Reserve been in the public interest? 


What has caused a 251% increase in bankruptcies during the past 
ten years? 


President Lyndon Johnson =2- December 30, 1965 


The record shows that the Federal Reserve has unnecessarily forced 
the government to pay. billions of dollars yearly on.its own credit 
for a system of bookkeeping. The system's manipulation of credit and 
monetization of debts favorable to creditor interest, have resulted 
in making most of the public debt the legalized loot of a giant 
swindle. 


The removal of the gold backing the Federal Reserve "deposits" and 
most of the silver from the coins enables us to see that money should 
be used for the exchange of goods and services, instead of for the ex- 
ploitation of free men for special interest. It is our government's 
duty to provide honest money for moving goods from the producer to 
consumers. 


Congress should supervise the issue of all of our money and the 
government's fiscal policies by a staff of well paid career economists 
working under the same civil service rules as those of the established 
departments of our government. With today's computers and government 
safeguards of the currency used by the Federal Reserve, sound dollars 
can be maintained in sufficient amount to keep the government from go- 
ing into debt. All of the expenses of our Un-American Monetary System 
are paid for directly or indirectly by the people. 


Mr. President, years of research convinces me that you would ren- 
der the people a great service by having Congress terminate the pri- 
vate control of the issue of our money and a gradual ending of the 
government paying yearly billions of dollars of interest on its own 
credit . 


The United States Legal Tender Note is the symbol of the econom- 
ic freedom won by the Revolution and it is the only currency in cir- 
culation consistent with our form of government. The 346 million 
dollars of this currency issued by Lincoln, serves today's need of 
a medium of exchange. During the past hundred years, it has not 
cost the taxpayer one cent of interest or added one dollar to the 
public debt, which is the way all our currency should be. All prof- 
its from its issue should go to the Treasury instead to special in- 
terest. Congress carrying out its duty in providing the economy 
with honest money would lift consumer purchasing power, promote 
world trade and be a step toward world peace. 


The enclosed reprint contains facts gathered over a period of 
years. It gives many details about the course of and the remedy 
for our economic ills. The statement is based on the highest aus 
thorities. It was my contribution to the 1964 Congressional 
Hearings. 


Respectfully, 
“Rureell S22 herkun. 


NOTE: Additional coples of this letter, as well as Dr. Norburn's Concluding State- 
ment, Congressional Hearings, 1964, The Federal Reserve After Fifty Years, can be 
obtained by writing to: Omni Publications, P.O. Box 216, Hawthorne, Calif. 90250, 
Please send contribution to cover cost of handling. 
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December 20, 1966 


Dr. Russell L. Norburn 
54 Hilltop Road 
Asheville, North Carolina 


Dear Dr. Norburn: 


In your letter of November 30, you inquired as to the source of a proe 
vision which would enable the United States to buy back the twelve 
Federal reserve banks for $450 million. 


You indicated that this reservation grew out of a 1927 Act of CongresSe 
Actually, I believe the provision you refer to is Section 30 of the 
Federal Reserve Act originally enacted in 1913. This provision reads 
as follows: 


"The right to amend, alter, or repal this Act is hereby 
expressly reserved." 


In connection with the 1927 legislation (P.L. 639, 69th Congress), the 

Senate Committee on Banking and Currency stated in its report that its 

legislation did not affect the right of Congress to amend, alter or ree 
peal the Act. Specifically, in Senate Report 473 of the 69th Congress, 
it is stated: 


"Attention is called to the fact that section 30 of the Federal 
reserve act expressly reserves to Congress the right to amend, 
alter, or repeal the act. Congress, therefore, can at any time 
enact such amendments to the Federal reserve act as it deems 
desirable. The right to amend would not be impaired in any way 
by the extension of corporate existence in the manner provided 
for in this bill." 


I am advised that if the Federal Reserve System were terminated, the 
Government would probably repurchase the capital stock in the Federal 
Reserve Banks now owned by the member banks. At the present time, the 
value of these capital shares amounts to something over $550 million. 
As of January, 1962, the amount of capital stock owned by the member 
banks was $444,157,000. This data is taken from the annual report of 
the Board of Governors of the Federal Reserve Systems of 1965 and 1961 
respectively. 


I believe this is the information you requested. 


Sincerely, 


Chairman 5 


CHAPTER XVIII 


PLAN FOR CONTROL 


The following is a statement by Dr. Russell Lee Nor- 
burn before the Subcommittee on Domestic Finance of 
the Committee on Banking and Currency, House of Rep- 
resentatives, 88th Congress, 2nd Session: 


Gentlemen, thank you for the opportunity to make 
a comparison of the legal tender currency issued by 
the Treasury under the supervision of Congress and 
the Federal Reserve Note currency issued by that 
regulatory agency. 


It is my purpose also to bring for your considera- 
tion a proven plan which implemented by the Con- 
gress would bring under control the monetization of 
debts, government deficit financing, and inflation. 


Supporting facts based on the highest authority will 
be as brief as the importance of this subject permits. 


Legal tender has been used as far back as we have 
a history of a medium of exchange. 


In our research, Alexander Del Mar, History of 
Monetary Systems, page 38, states that within the 
Roman Empire “there was no individual coinage. 
Within prudent limits it made no difference whether 
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the coins were pure or impure, light or heavy, yellow 
or brown; no one could lawfully stamp them except 
the state.” The record shows that for a period of 
nearly 900 years the empire had a more stable legal 
tender medium of exchange than the Federal Reserve 
has provided the United States during the past 50 
years. 


Private coinage began in Europe during the 16th 
and 17th centuries, with the gold standard, silver 
standard, and double standard. Del Mar is the au- 
thority for stating that “so long as money was gov- 
erned by law, it was the whole number of coins 
reduced to one denomination that determined prices. 
When money ceased to be governed by law, as was 
; the case after the legislation procured by the Dutch 
and English East India Companies, it was the whole 
quantity of metal that determined prices.” 


The fundamental cause of the American Revolu- 
tion was the conservative policies of the privately 
owned and controlled Bank of England in failing to 
supply the colonies with money and because of their 
monopolistic system of financial exploitation of the 
British Government. 


Practical Benjamin Franklin pioneered and printed 
legal tender note currency for the colonies. Among 
the reasons for this “continental currency” not being 
worth a “continental” was the ease with which it 
could be counterfeited. It was struck off on commer- 
cial paper of non-uniform size. The British Army 
used the counterfeit money as a weapon and flooded 
the country with the currency. The economic chaos 
it produced nearly caused General Washington to lose 
the war. It may have been the reason he finally ap- 
proved Hamilton’s plan of placing the issue of money 
for the new government under the control of vested 
interests like the Bank of England and other estab- 
lished European banks of that day. 


It might be said, in passing, that after the Revolu- 
i tionary War the new government paid the continental 
issue at par—not to the soldiers who had received it 
as pay, however, but mainly to speculators. 
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Washington was worn out by war. Authorities state 
that he wanted peace and considered the first U.S. 
bank only an expediency and its 20-year charter a 
time during which a monetary system in keeping with 
a republican form of government could be imple- 
mented. Washington, of course, could not foresee that 
while winning the revolution, the people had lost their 
hard-won economic freedom which is just as basic as 
freedom of speech, religion, or any other freedom. 


The unfortunate experience of the continental cur- 
rency was used by special interest and international 
bankers as propaganda against the United States using 
its legal tender as a medium of exchange. Thus, the 
newly formed government lost the control of its hard- 
earned economic freedom to predatory financiers. 
This is exactly what was done when the French 
money was destroyed at the time of the French Revo- 
lution. 


Counterfeit money was printed in England and was 
injected into the French monetary system. It has been 
reliably stated that 17 printing presses and 400 men 
were employed in England at that time to manufac- 
ture and carry on the traffic in this counterfeit 
money. By this means the French revolutionary gov- 
ernment’s money (assignats) was destroyed. Later, the 
private bankers and financiers regained control of 
the new money system and acquired possession of 
most of the property of France. 


On the return of Thomas Jefferson from his office 
as Ambassador to France to become Secretary of 
State, he found the first U.S. bank an established fact. 


He was bitterly disappointed and opposed the bank 
as being unconstitutional, saying that it was an ex- 
pediency and not a paramount necessity. Later Jeffer- 
son used stronger language and denounced the insti- 
tution as “one of the most deadly hostilities against : 
the principles and form of our Constitution.” : 


Some have said that Jefferson did not favor a 
strong central bank. What he did not favor was the 
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delivery of our monetary system into private hands 
to be run for private profit as he had witnessed in 
England and France. He was in favor of a U.S. legal 
tender note currency and died protesting the evils of 
our banking system. His purpose was, instead of an 
aristocracy of wealth, to make an opening for an 
aristocracy of virtue and talent. 


Andrew Jackson, too, saw the advantages of the 
government having full control of the issue of legal 
tender note currency. He said: “If Congress has a 
right under the Constitution to issue paper money, 
it was given them to be used by themselves, not to 
be delegated to individuals or corporations.” Jackson’s 
veto message for renewal of the second U.S. bank is 
a classic. The real U.S. bank that Jackson wanted 
was not established and a long period of disaster 
followed. 


It is not within the scope of this paper to follow 
all the vicissitudes of our country’s banking system. 
It is, however, necessary to relate in somewhat more 
detail the circumstances surrounding Lincoln’s issu- 
ance of the U.S. legal tender notes. 


In 1858 there were listed 5,400 separate descrip- 
tions of counterfeit notes. In 1862 there were about 
1,600 banks chartered in the 29 states, together issu- 
ing 7,000 different kinds of banknotes of varying 
value. Payment in gold had been stopped by all banks. 
Bankers were demanding 28 per cent interest for 
money loaned to the government. 


Into this confused atmosphere, and in order to fi- 
mance the Civil War, Abraham Lincoln, with the 
approval of Congress, ordered the Treasury to issue 
inconvertible U.S. Notes to be used as legal tender. 
Lincoln’s foresight at this critical period of our his- 
tory not only enabled him to finance the war but 
also showed the way to free mankind from economic 
slavery. When issued, this currency was accepted at 
face value as a medium of exchange. It gave a boost 
to the economy, and some historians believe it enabled 
Lincoln to save the Union. 
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Woodrow Wilson, referring to this period of his- 
tory, states: 


Money was once more easy to get * * * and 
could be used at its face value as well as gold 
itself to pay the mortgages off which the older 
times of stress had piled up. The “greenbacks” 
of the government became for the agricultural 
regions of the North and West a symbol of pros- 


perity. 


It may be added that when the farmers are pros- 
perous, others in the main are prosperous. In any 
event, there has been at least one time when the 
people were not accumulating interest-bearing debts 
faster than property. That time was when Lincoln 
was issuing legal tender nonconvertible notes. 


When special interests in control of banks and the 
gold found that the Treasury was encroaching on 
their own profitable monetary system, they used their 
great wealth and propaganda—the gimmick of gold— 
to sabotage the new currency by prevailing upon those 
in charge to put crippling wording upon the notes 
and by persuading the people to refuse to accept it. 


We see today that the crucial issue was the deter- 
mination of special interest to continue to usurp the 
prerogatives of state and regain control of the na- 
tion’s money. The man who led and won this fight 
for the bankers was Salmon P. Chase, Lincoln’s Sec- 
retary of the Treasury. Chase was a lawyer like 
Hamilton and worked hand and glove with the finan- 
cial interests. In 1863 he succeeded in establishing 
the national banking system, returning the privilege 
of the issue and control of the currency to private 
hands. 


The National Bank Act which may have been 
drawn up by the British Banking Association “be- 
came law by an act of a servile Congress over Presi- 
dent Lincoln’s strong protest.” Lincoln’s primary 
interest at that time, however, was to save the Union, 
and he could not at the same time fight the Confed- 
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eracy, the international bankers, and financiers like 
Jay Gould, who owned the gold and controlled the 
banks. 


Due to all this—to the fortunes of war which 
threatened the government itself—the value of the 
U.S. legal tender notes bearing the words “legal 
tender, except for duties on imports and interest on 
the public debt,” which had to be paid in gold, de- 
preciated to a value of 35 cents on the dollar when 
Lee invaded the North. These notes were not the 
only ones that fell. Most private bank notes of the 
time became worthless and were never redeemed. 


In 1869 the Supreme Court declared the issue of 
legal tender currency by the government unconstitu- 
tional, but only by a single vote. Changes in the 
Courts personnel occurred almost immediately, and 
in 1879 the decision was reversed. Despite this, the 
owners of the national bank retained their control of 
the issue of the people’s money. Money remained 
scarce and times hard. 


In 1874 a small group of patriotic and farseeing 
men attempted a real reform of our monetary sys- 
tem. Unable to interest existing political parties, they 
formed a new party, the American Independent Na- 
tional Party. This party advocated increasing the 
volume of Lincoln’s U.S. Notes, and with these pay- 
ing all government bonds not expressly payable in 
gold coin. The new party also advocated the sup- 
pression of all issues of currency by private bankers. 


In 1878, after fusing with certain labor parties, the 
name was changed to the Greenback Labor Party. 
This symbol was chosen because the U.S. Notes were 
printed with green ink, so they might be readily dis- 
tinguished from the yellow-colored gold certificates. 
In that year its members cast more than a million 
votes and elected 14 Congressmen. 


Alarmed at the threat to their privileged position, 
the bankers rallied to the fight. Such misrepresenta- 
tion of facts, villification, and ridicule have probably 
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never before nor since been used in American poli- 
tics. These attacks aroused old superstitions and new 
fears in the minds of men who had since childhood 
been taught that gold coin was the only real money; 
who could, between panics, take paper money to a 
bank and exchange it for gold. The party’s following 
decreased and soon after the 1884 election, it passed 
out of existence. 


The next year Congress firmly re-established the 
government’s promise to redeem the U.S. Notes, 
whereupon they went to par and the speculators who 
had bought up the currency made their enormous 
profit. Three hundred and forty-six million dollars of 
these “greenbacks” are still in circulation—the sound- 
est money on earth because they are as sound as our 
government. In over 2,500 years there is no official 
record of legal tender currency having caused infla- 
tion when a responsible, strong government was in 
full control of the issue of all its money. 


The country was on a rigid gold standard when it 
ran head on into the severe panics of 1893 and 1907. 
In the panic of 1907, banks being unable to supply 
the people with money, many industries, banks, and 
large companies printed small slips of paper tokens 
which were accepted by workmen and merchants as 
money in exchange for goods and services. 


The nation’s discontent with the defects of the 
privately owned and controlled national banking sys- 
tem caused Congress to talk of monetary reforms. 


Senator Norris and other men of vision felt that 
the government should issue and handle its own cur- 
rency and wished to establish a true U.S. bank which 
would be owned and controlled entirely by the gov- 
ernment. Their views were cried down and a powerful 
machine-picked Senate committee appointed. 


The Aldrich Commission, after months abroad vis- 
iting European banks, reported in favor of what 
amounts to a privately controlled system, eminently 
satisfactory to creditor interest. A prototype of the 
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Reichsbank was approved by Congress on December 
23, 1913. It was named the Federal Reserve Act. 
The word “Reserve” indicated its 40 per cent gold 
requirement which was claimed to be its very cor- 
nerstone. 


The Federal Reserve was a banker’s bank. Despite 
some doubletalk as to who was to own the stock, it 
was provided that member banks had its refusal. They 
took all and still, today, own 100 per cent of it. 
When I say “member banks” I mean bankers and 
those they represent. It is not as impersonal as it 
sounds. The provision that the Governors of the 
Federal Reserve should be appointed by the Presi- 
dent with advice and consent of the Senate was not 
consistent with the Constitution which, in listing the 
duties of Congress, section 8, includes the words, 
“To coin Money, regulate the Value thereof * * * ” 
In fact, any participation by a Congressman was 
expressly forbidden by the act. 


The small handbook printed by the Federal Re- 
serve sounds fair enough but gives no idea of what 
is involved. The Federal Reserve Act of 1913 with 
Amendments and Laws Relating to Banking compiled 
by Gilman G. Udell, Superintendent Document Room, 
House of Representatives, shows that from August 4, 
1914, to July 5, 1958, Congress approved over 200 
amendments. These with the 27-page act make a 
volume of fine print with 487 pages, so complicated 
that the average citizen cannot understand it nor 
could the best meaning board of presidential ap- 
pointees administer the act in such a way as to give 
the same equality of opportunity to each kind of 
business as the banks enjoy. 


We have no intention today of entering this veri- 
table maze. We must say, however, that as confusing 
as this is, the mind is even more baffled when it 
attempts to fit reports from this institution into 
actualities. As this leads to our point, we wish to give 
an example: The 45th Annual Report of the Board 
of Governors of the Federal Reserve System, cov- 
ering operations for the year 1958, page 15, states: 
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The great bulk of the gold holdings of the 
United States (at the end of 1958, $20 billion out 
of a total of $20.6 billion) is held in the Treas- 
ury as security against a corresponding amount 
of gold certificates issued to the Federal Reserve 
banks. These gold certificates owned by the Fed- 
eral Reserve banks, together with their holdings 
of the U.S. Government securities advanced to 
member banks and other assets serve as back- 
ing for Federal Reserve liabilities. Under the 
Federal Reserve Act, holding of gold certificates 
must not be less than 25 per cent of Federal Re- 
serve Notes and deposit liabilities; actually the 
amount held greatly exceeds this minimum. 


This seemed a strange report. Knowing that the 
system’s gold requirement had by repeated suspen- 
sions been virtually eliminated; and having read sev- 
eral articles indicating that the report was misleading 
in that the United States owed more gold than we 
owned; and that foreign currencies had been pyra- 
mided on the gold stored in our vaults, I came to 
Ta a in June, 1960, in an effort to learn the 
truth. 


At the U.S. Department of Commerce I was told 
as a fact that we owed more gold to foreign interests 
than was stored in the nation’s vaults and that it 
only remained in the United States through “a gen- 
tlemen’s agreement.” 


Thus it is seen that though the Federal Reserve 
banks have no “reserve,” the gimmick of gold is still 
used. If this is not to confuse, what then? The truth 
is that we are not on a gold standard, and should 
not be. Such ideas have no place in our thinking. 
For over 30 years we have not been able to ex- 
change a single paper dollar for gold coin. It may 
be said in passing that you can exchange paper dol- 
lars for all the gold jewelry you want. Conversion 
into silver is now being brought to an end. The new 
$1 Federal Reserve Note omits the meaningless 
promise of redemption in “lawful money” and stands 
for what it and all the rest of our currency really is— 
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fiat money, pure and simple. This is as it should be, 
but that is not the whole story. 


The Federal Reserve Notes are issued by the 
Treasury on the orders of officials of the Federal Re- 
3 serve System and enter the economy through a com- 
plicated, privately owned and/or controlled banking 
system. 


In all our government, the Federal Reserve Sys- 
tem is the only place where those in control are 
allowed to have a conflict of interest. 


Fifty years have passed since the Federal Reserve 
banks took over our monetary system and the man- 
agement of our government bonds. Have the benefits 

i accrued to the general public or have they accrued 
to the bankers and those they represent? Let us see. 


In 1914 the per capita debt was about $12 and 
in 1963 around $1,600, although population had 
more than doubled. There have been more business 
failures during the past few years than since the 
early thirties and there are relatively fewer homes 

free of debt than 50 years ago. We cannot gloss 
over the fact that under present economic conditions, 
more hospital beds are filled with mental cases than 
all other ailments, and that doctors’ offices are 
| swamped with emotional and nervous wrecks. In 
| my work as a physician I have often traced illnesses 
to tensions due to economic strain. This is true of 
many of our most gifted and cultured citizens, as 
well as others in this land of abundance. Skyrocket- 
ing debts and crime increasing five times as fast as 
population are largely due to the evils of our mone- 
tary system. 


The individual who buys government bonds does 
so with hard earned dollars saved after taxes. Does 


i this individual get the same value and protection 
] that the banks receive? Of course he does not. If he 

holds his E bonds until maturity, his investment in- 
i creases by one-third. In most cases inflation more 


than wipes out the increase as well as much of the 
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value of the invested dollars. If he uses the bond as 
a collateral, he must pay the bank more interest than 
is accruing on the bond. 


To banks, however, the bonds gravitate as nat- 
urally as water flows downhill. The Conference on 
Economic Progress explains it this way: 


Further, the Treasury had to borrow about 
$200 billion during the war, of which only about 
$50 billion were loaned to the government by 
individuals. The balance was loaned mostly by 
banks, which acquired these holdings virtually 
without cost to their stockholders. The banks 
“paid for” these bondholdings merely by setting 
up on their books “credits to the Treasury.” 


And again—Dr. Dean Russell of the Foundation 
for Economic Education, Inc., in his monograph on 
Money, Banking, Debt, and Inflation (how the Fed- 
eral Reserve System Works), pages 16 and 17, de- 
scribes in detail the bewildering manipulations used 
by the banks in obtaining ownership of government 
pones and fully justifies his conclusion, which is as 
ollows: 


Thus the $6 billion worth of still unsold bonds 
was absorbed as planned by commercial banks 
which, in effect, had been given the money by 
the Fed to buy them. 


No matter how acquired, the interest the govern- 
ment pays on these bonds is but a trifle compared to 
the profit from the manipulation of government and 
other credit. From less than one-fifth in 1939, gov- 
ernment securities had become more than two-thirds 
of the earning assets of the banks by 1944. 


In 1940 cash dividends declared by member banks 
of the Federal Reserve were $210,500,000; they 
were $832 million in 1962. My inquiry as to whether 
new capital invested in the banks warranted this in- 
crease was answered by the spokesman of the Board 
of Governors of the System as follows: 
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Average total capital accounts of member 
banks were $5,597 million in 1940 and $19,066 
million in 1962. The ratio of dividends declared 
to total capital accounts was 3.8 per cent in 1940 
and 4.4 per cent in 1962. Although many other 
factors were important, retained earnings of 
member banks totaled $11,366 million over this 
period and accounted for most of the increases 
in total capital accounts. 


The $11,366 million additional capital accruing 
between 1940 and 1962 represents earnings above 
published dividends paid out by these banks during 
this period. Was not the actual interest received on 
investment in 1962 10.8 per cent? This example 
shows that the Federal Reserve System has grown 
into such a Frankenstein that the average citizen is 
misled by their financial reports as well as their ma- 
nipulation of government credit, and that any gov- 
ernment supervision is of little value. 


Congressional Record, appendix 11, 1961, pages 

A6293 to A6296 shows facts to prove that the an- 

nual federal subsidies to commercial banks amount 

to over $5 billion, and that with capital of $23 bil- 

lion, banks have accumulated assets of $252 billion. 

l The truth is that it is not practical for the govern- 

: ment to support each type of business and all indi- 

viduals just as it does the Federal Reserve System 
and the financiers. 


Our progress has been due to developing a part of 
our great inheritance of natural resources during a 
favorable period of history by the many divisions of 
our economy and not to vested interests controlling 
the money created by the bankers. Our progress has 
indeed been great, but it is sobering—indeed a dark- 
ening thought to remember that it is not paid for— 
that we owe over a trillion dollars and that this 
p amount continues to increase as a snowball does when 
rolled along. 


a —_— __ os — - 


The result of 50 years shows that our present mone- 
tary system is merely a finesse for perpetuating finan- 
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ciers dedicated to maintaining the status quo of the 
public good. Their use of gold, Federal Reserve 
Notes, and bank credit has resulted in exploitation of 
the government and people and enslavement of these 
in astronomical debts. 


This is the true state of the union. No, the Federal 
Reserve System has not worked to the benefit of the 
nation as a whole. It did not prevent the great de- 
pression of the thirties nor will it prevent another, a 
greater, and this time perhaps a fatal one. We have 
done some patchwork, but the fundamental causes of 
the great depression have not been solved. The in- 
herent fallacy of the System will inevitably bring the 
day of reckoning. There is already the feel of the 
late twenties in the air. 


Let us compare a U.S. Note with a Federal Re- 
serve Note. Both were paid me for my services. 
These notes are identical except that at the very top 
the words “United States Note” on one note have 
been replaced with the words “Federal Reserve Note,” 
and the seal of the Federal Reserve Bank has been 
added to our Treasury seal. Both notes are made legal 
tender by government decree and both are obliga- 
tions of the United States. Neither can be exchanged 
for gold. 


The difference in these two notes lies in the fact : 
that the U.S. Note was issued by the Treasury and 
entered direct into circulation as a medium of ex- 
change for goods and services. The Federal Reserve 
Note was issued by officials of the Federal Reserve 
Bank upon authority delegated to them by Congress 
and enters circulation under the cloud of their mone- 
tary system. This authority has opened the door of 
the Treasury to special interests and their manipu- 
lation of bank credit and interest-bearing govern- 
ment bonds. 


The banks and bankers are already receiving in- 
terest on their promissory notes. That is enough. The 
nation should not continue to favor this group by 
continuing to supply them with money on unequal 
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terms. Nor should it continue a practice which, in 
exchange for bookkeeping, transfers to them enor- 
mous wealth in the form of interest-bearing govern- 
} ment bonds. 


Government decree makes $30-odd billion of 
these Federal Reserve Notes legal tender money. 


Now let us examine the U.S. Note. Though only 
a handful compared to the others, $346 million in 
these U.S. notes are still in circulation. They were 
issued by Lincoln and have been used to pay for 
goods and services from that day to this. In the past 
hundred years these notes have not cost the govern- 
ment one cent in interest, or added $1 to the public 
debt. Thirty years ago Congressman William Lemke, 
in speaking of these Civil War Notes, said: 


Of all the money, these notes have rendered 
the greatest service to the American people. They 
helped to win the Civil War. They have saved 
the i more than $12 billion in interest since 
issued. 


These notes are the best currency in the world. 
Despite what we may have been told, you and I 
know they have no gold backing and need none. 
They are backed by the seal and might and all the 
wealth at the disposal of the U.S. Government. They 
are declared by it to be full legal tender for all debts 
public and private, and are accompanied by the 
government’s promise to redeem them by accepting 
them as taxes; which, in the last analysis, is the only 
way any government can pay its notes. 


The official record shows that in our own day ata 
time of great stress, Congress acknowledged this as 
true; and turned to the U.S. Note as our basic medium 
of exchange and the one way, except by repudiation, 
of bringing debts under control. 


In The Federal Reserve Act of 1913, U.S. Gov- 

i ernment Printing Office, Washington, 1958, on pages 
7 150 and 151, under “(extract from) (Public No. 10, 
73rd Congress)” is found the following: “Title IH— 


f 
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Financing: * * * and exercising power conferred by 
section 8 of Article I of the Constitution: ‘To coin 
money and to regulate the value thereof.’ ” 


On May 12, 1933, Congress authorized the Presi- 
dent to issue $3 billion of these U.S. Notes and 
stated that they were to be the same notes as those 
approved by Congress February 25, 1862. 


The President was persuaded by the financiers not 
to do this, assuring him that they were able to supply 
the money. 


If, at that time, Congress had asserted the author- 
ity given it by the Constitution and had done its 
plain duty, members of Congress would have seen to 
it that the $3 billion of this sound legal tender notes 
were issued and used. Instead of authorizing more 
interest-bearing bonds, the public debt and inflation 
would be much less today. Increasing the interest- 
bearing public debt is like fighting fire with gasoline. 
Keeping currency scarce forces the people to pay 
interest for bank credit. Bank credit now has in- 
creased to over $300 billion. Thus there is ten times 
as much bank credit as there is currency to pay it. 


Today’s bank credit comes into existence every 
time the bank lends and disappears every time the 
loan is repaid to the bank. When thrifty people bor- 
row from the bank for the production of goods and 
then repay their loans, the money (bank credit) dis- 
appears, leaving the consumer empty handed. In bad 
times when the banks will not lend, and when those 
who have deposits will not invest, there is no money 
with which to pay. That is what makes prosperity so 
dangerous. It destroys money just when it is most 
needed. Automation and unemployment will com- 
pound the danger. Less bank credit and more U.S. 
legal tender currency is the answer for the foresee- 
able future. 


These non-interest bearing U.S. Notes, then—legal 
tender currency based on the economic freedom won 
by the American Revolution—are the best medium of 
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exchange to move the goods produced by industry 
and the farms into the hands of the consumer. It was 
the note Thomas Jefferson had in mind, 170 years 
ago, when he said that if the people were able to 
regain control of their money and issue legal tender 
notes, the government would never incur a public 
debt. All other currencies should be gradually re- 
tired and the U.S. Note, and this note only, should 
be made the basis of our monetary system. 


The principle of such a currency is so simple that 
a child can understand it; that it is a government’s 
duty to furnish to all its people, on equal terms, a 
medium of exchange in sufficient quantity to meet 
their needs. 


The present-day issue of U.S. Notes would be as 
follows: The government, needing goods or services, 
or to pay its obligations, issues its bonds in the form 
of small, non-interest-bearing notes, and declares 
these legal tender. The U.S. Note should be paid di- 
rectly by the Treasury (or, as checks mostly are 
used, send a check and credit the receiver’s account). 
As the note is full legal tender money, the receiver 
may spend it in the nearest store, pay for services, 
invest it, save it, or lend it at interest. The note 
travels from hand to hand satisfying exchanges and 
debt. That is the history of the note I hold in my 
hand. The time for redemption is immaterial for it 
bears no interest. I, or another, will finally present it 
to the U.S. Treasury, as payment for taxes. The gov- 
ernment accepts it, thus satisfying the debt it made 
during the Civil War. The cycle is complete. This 
little bond has cost not one cent in interest. It may 
be retired or may be reissued. 


The agency for handling legal tender currency and 
notes should be a department of the Treasury under 
control of Congress. It should be composed of well 
qualified and reliable men. Payments for services and 
goods for the government and payment for the gov- 
ernment’s other obligations should be made direct by 
the Treasury. The Treasury, too, may make under 
direction of the President, where authorized by Con- 
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gress, long-term loans at low interest to distressed 
areas. All large operations should be handled by 
credit and debit on books, as at present. Circulating 
notes should be kept at safe levels by the use of 
computers, but the supply should be great enough so 
that interest-bearing bank credit is not forced upon 
the economy to the extent it is today. For general 
circulation the money might be loaned to banks at 
the proper interest so that the banks in turn might 
lend it to their customers. 


Soon the Treasury should establish a school, some- 
what similar to West Point, where personnel could 
be trained. These men, with the integrity of the 
postal employees or the Federal Bureau of Investi- 
gation, could advise and administer the system. They 
could also work out a method of foreign trade bal- 
ances much superior to the present one. Japan, which 
has no gold, carried on extensive foreign trade. 


As an example of the working of this system: the 
Secretary of the Treasury has now asked Congress 
to raise the Federal debt ceiling from $315 to $324 
billion. (This money will not pay this year’s interest 
on the public debt.) Instead of Congress authorizing 
the issue of $9 billion in additional interest-bearing 
bonds (at 4 per cent) Congress should authorize the 
issue of $9 billion legal tender notes bearing no in- 
terest. (It cannot be said that this is irresponsible 
and inflationary financing with nonconvertible U.S. 
Notes—we are going to increase credit this much 
anyway.) This would save $360 million interest dur- 
ing the current year and many, many billions in the 
years ahead. 


To sum up: Our un-American monetary system 
should be replaced by one adequate to meet today’s 
economy—one understandable to the average citizen. 


Monetary stability is fundamental for a sound 
economy working within the law of supply and de- 
mand. The government’s fiscal as well as its debt 
policy must be coordinated by civil service econo- 
mists in the Treasury who are dedicated to the public 
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interest. It is the mandatory duty of Congress to 
assert its authority in seeing that U.S. Note currency 
is issued by the Treasury and that it is used as a 
medium of exchange. All other paper money should 
be retired as fast as it wears out. This would be the 
first step toward freeing our people and economy 
from the control of financiers and international bank- 
ers who have used the Federal Reserve System as a 
tool for exploitation beneficial to creditor interest. 


All government bonds should be retired as fast as 
feasible with non-interest-bearing U.S. Notes with 
the view of bringing to an end the issuing of interest- 
bearing government paper. 


A true American monetary system consistent with 
the Constitution and our republican form of govern- 
ment would free the people and government from 
astronomical debts, make for a strong economy, be 
a step toward peace, and become the standard of the 


world. 
Se Ss: 


CHAPTER XIX 


OUR ONLY HOPE 


Abraham Lincoln was shot to death one evening in a 
darkened theater—and the people of the nation still won- 
der who instigated his assassination. It is passing strange, 
however, that a coded message was found in the trunk of 
Booth, the assassin, the key to which was discovered in 
Judah P. Benjamin’s possession. Benjamin, you will re- 
member, was the Civil War campaign strategist for the 
House of Rothschild. And it was Rothschild who said, 
“Let me control a nation’s money and I care not who 
makes its laws.” 


Salmon P. Chase, Secretary of the Treasury, 1861- 
1864: My agency in promoting the passage of the 
National Banking Act was the greatest financial mis- 
take of my life. It has built up a monopoly which 
affects every interest in the country. It should be 
repealed but before that can be accomplished, the 
people will be arrayed on one side and the banks on 
the other, in a contest such as we have never seen 
before in this country. 


Horace Greeley: While boasting of our noble 
deeds, we are careful to conceal the ugly fact that 
by an iniquitous money system we have nationalized 
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a system of oppression, which, though more refined, 
is not less cruel than the old system of chattel slav- 
ery. 


James A. Garfield: Whoever controls the volume 
of money in any country is absolute master of in- 
dustry and commerce. 


Robert H. Hemphill (Credit Manager Federal Re- 
serve Bank in Atlanta): If all the bank loans were 
paid no one would have a bank deposit and there 
would not be a dollar of currency in circulation. This 
is a staggering thought. We are completely dependent 
on the commercial banks. Someone has to borrow 
every dollar we have in circulation, cash, or credit. 
If the banks create ample synthetic money we are 
prosperous; if not, we starve. We are absolutely with- 
out a permanent money system. When one gets a 
complete grasp of the picture, the tragic absurdity 
of our hopeless position is almost incredible, but 
there it is. It (the banking problem) is the most im- 
portant subject intelligent persons can investigate 
and reflect upon. It is so important that our present 
civilization may collapse unless it becomes widely 
understood and the defects remedied very soon. 


The government and the people are economic slaves 
of the big bankers. The rope around our neck is being 
drawn tighter and tighter all the time. 


Our economic slavery began with the Federal Reserve 
Act; it will end only if and when the control of currency 
is taken from the private bankers and returned to the 
Congress, where the Constitution affirms it belongs. 


We are living in the days of the fulfillment of a pre- 
diction made by Thomas Jefferson: 


If the American people ever allow private banks 
to control the issue of currency, first by inflation, then 
by deflation, the banks and corporations that will 
grow up around them will deprive the people of all 
property until their children will wake up homeless 
on the continent their fathers conquered. 
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To some it may seem strange that of all the 18 powers 
and duties granted to Congress by the Constitution, the 
most important one is the only one to which Congress 
has not asserted its duties and power—that is, the full 
control of our monetary system. That this duty is the 
exception, however, is not strange. Early in our history 
the financiers realized that to control the issue of money 
was to control the wealth of the nation and the very life 
blood of our economy. The invisible government of these 
powerful financial interests has shaped the policies of 
Congress. 


The future of long-term bond financing at this writing 
is extremely dubious. Since the central bankers have pyra- 
mided the system of national debts past the point where 
they can possibly be repaid, they are assets only because 
of the yearly interest collected. The central bankers are 
desperately trying to maintain an economic status quo 
and continue to collect that interest. This interest, of 
course, is more important than the astronomical and un- 
collectible principal. 


The central bankers have tried to protect their interests 
by internationalizing their system of astronomical public 
debts, and by making the only financially sound nation, 
the United States, responsible for bankrupt European 
states. This was done by setting up the International 
Monetary Fund at Bretton Woods in 1944, Henry Hazlitt 
wrote in Newsweek Magazine, December 31, 1951: 


The chief remaining obstacle to a world restora- 
tion of freedom and sound money is the International 
Monetary Fund, an unnecessary institution set up 
under the influence of the late Lord Keynes and 
Harry Dexter White, on a completely unsound basis. 


The architect of the International Fund, as previously 
stated, was Harry Dexter White, one of the three most 
important communist spies in America. With him at Bret- 
ton Woods were Frank Coe, Lauchlin Currie, William L. 
Ullman, and Nathan Silvermaster. All of these men have 
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been identified as communist traitors. President Truman 
appointed White as director of the International Monetary 
Fund AFTER the FBI informed him of White’s com- 
munist background. Currie had been personal assistant 
to Franklin Roosevelt during the Second World War. 
Currie, Hiss, White, and Coe enjoyed direct Presidential 
immunity from exposure of their communist treason. 


Currie and White were monetary experts, bent on 
wrecking the last free economy of the world, the Ameri- 
can free enterprise economy. The reader may well wonder 
how international banking has been so closely tied up 
with communism, which advertises itself as the enemy 
of bankers. Actually, communism is the last reaction of 
an outmoded system of gold standard banking, financed 
and politically aided by those bankers, to the extent that 
when the German armies threatened this institution of 
communism, the American nation was sent out to save 
communism from extinction, by the great crusader, Frank- 
lin D. Roosevelt. 


The most ominous pronouncement of the real rulers 
of the country, the trust owners who control finance and 
business, comes from Peter Drucker, a spokesman for 
them. In the Saturday Evening Post of October 28, 1944, 
on the occasion of the Bretton Woods agreements, Mr. 
Drucker wrote: 


Should the world adopt a controlled economic sys- 
tem, leadership would logically fall to the Soviet 
Union. Russia would be the model for such a dic- 
tatorship, for Russia was the first country to develop 
the technique of international economic control—for 
transacting monopoly directed foreign trade and for- 
eign exchange money. Her independence and military 
success had shown us naturally what could be done 
with such policies, which explains the acceptance of 
these policies by independent labor unions and po- 
litical parties the world over. 


In the first place, Russia has no independence, as far 
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as her citizens are concerned. In the second place, as a 
military success she collapsed when Hitler marched against 
Moscow, and was saved only by American production and 
shipment of lend-lease supplies given by our people. 
Nevertheless, our trust-owners wholeheartedly admire the 
way Stalin and the Politburo have subjected the Russian 
people to their dictatorship, and our own version of Stalin 
and the Politburo are well on their way to doing the 
same thing. 


This dictatorship cannot be exercised without the con- 
trol of money and credit. If Congress actually had re- 
tained its sovereignty and refused to let Woodrow Wilson 
and Carter Glass hand over the sovereign right of coinage 
and the issue of our money to private bankers in 1913, 
the American people today would not stand on the brink 
of slavery. The Federal Reserve System has been the 
death of our Constitution. The Federal Reserve Board of 
Governors, chosen by and working for the powerful inter- 
national bankers, have inflicted catastrophe after catastro- 
phe upon our people. They have involved us in two 
World Wars; they have planned and executed two of the 
worst economic depressions we have ever suffered. The 
American people have been kept in ignorance of the 
forces working against them. The love of liberty, the 
innate self reliance, and the uncompromising individualism 
of the native American must assert itself against the con- 
trol of the Federal Reserve Board if we are to renew the 
American Republic. 


To quote Dr. Hans F. Sennholz, Chairman of the De- 
partment of Economics at Grove City (Pa.) College: 


The Federal Reserve System facilitates the govern- 
ment’s own inflationary financing “in period of emer- 
gency.” It makes easy the inflationary financing of 
budget deficits and the inflationary refunding of gov- 
ernment loans. It stabilizes the government bond 
market through inflationary methods and manipulates 
this market to the advantage of the government. It 
does all this by wrecking the purchasing power of 
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the dollar; by subtly stealing from the people of this 
country what it thus provides for the government, 
through a process exactly on a par with the coin- 
clipping of ancient kings—but much more diabolical 
because so much less visible. 


It is no answer to these facts that the present Board 
of Governors are honorable men, with the best of 
intentions. Most socialists (and especially those who 
do not recognize themselves as socialists) have good 
intentions. That is what makes them so dangerous— 
and has brought the economies of France and Eng- 
land into their present miserable state. The simple 
truth is that without the Federal Reserve System 
there can be no continuing march towards socialism, 
and with it there can be no free economy. That is 
why the adherents of liberty and capitalism cannot 
rest until the Federal Reserve System has been abol- 
ished. 


Precisely 110 years ago Karl Marx enumerated in 
his Communist Manifesto ten prerequisites for a suc- 
cessful revolution and the conversion of any nation 
into a socialist state. Point 5 reads: “Centralization 
of credit in the hands of the State, by means of a 
national bank with State capital and an exclusive 
monopoly.” Since the abolition of the gold standard 
in 1933 this point has been realized in America, for 
all essential purposes. The Federal Reserve System 
constitutes its realization. 


Dr. Russell Lee Norburn’s recommendations made to 
the House Subcommittee on Domestic Finance of the 
Committee on Banking and Currency during the second 
session of the 88th Congress (quoted in Chapter 18) 
provide a base for a sound and workable approach for 
action toward the elimination of the flagrantly un-Amer- 
ican use of the Federal Reserve by the international bank- 
ing hierarchy in their evil drive toward one world 
socialism. 


Before we proffer the provisions we suggest be incor- 
porated in an amendment to the Federal Reserve Act, we 
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feel that it should be clearly understood that no one can 
expect the banking hierarchy to give up its extremely 
profitable financial position and the associated political 
control of the American people without a terrific struggle. 
This organism which is rapidly assuming political control 
of the entire world has been establishing and meeting its 
schedules of worldwide take-over for more than 200 years, 
under the leadership of the Rothschilds. It has planned 
and promoted every war during this period, including our 
own Revolution and Civil War. It has financed and sup- 
plied both sides in each war. This juggernaut, to which 
control of our money is a most important source of power, 
will crush many of us and thrust every possible monkey 
wrench into our financial and political machinery to keep 
from giving up the cords that bind and bleed us. But the 
handwriting of fate is plainly visible. Our choice is simply 
this: either we succumb to this group, in which event our 
children will certainly reap the reward of the abject sla- 
very to come, or we make the prodigious effort necessary 
to elect congressmen who will represent We the People 
and will pass an amendment to the Federal Reserve Act 
along the lines suggested here. Herein lies our only hope 
for recovering what is left of our chances of returning 
to the Christian tenets of our Constitution and the liberty 
and freedom which it was designed to establish and pro- 
tect. 


The Congress should take action along these lines: 


1. Rescind from the Federal Reserve Act the authori- 
zation for the Federal Reserve to issue money against do- 
nated government interest-bearing obligations or otherwise. 


2. Retrieve the gold certificates from the Federal Re- 
serve, thus returning to our federal government the full 
and unquestioned title to all the gold remaining in Fort 
Knox, and whatever other gold the Federal Reserve owns 
or controls. 


3. Retrieve from the Federal Reserve all the U.S. in- 


OUR ONLY HOPE 253 


terest-bearing obligations it owns or controls, replacing 
them with the new U.S. money. 


4. Recover from the Federal Reserve all excess sur- 
plus, and profits which have accrued from the past free 
gifts to it of bonds and money. 


5. Make the Federal Reserve subject to regular public 
audit and examination. This directive should be retroactive. 


Permit the Federal Reserve to continue as a private 
profit-making organization, fulfilling its function of com- 
mercial banking and finance, but limit its profits to a rea- 


_ sonable return on its investment, recognizing and treating 


the Federal Reserve as the banking monopoly it is. 


The Congress should also authorize the Treasury De- 
partment to: 


1. Issue non-interest bearing U.S. Notes as our new 
currency. 


2. Replace all Federal Reserve Notes with the new 
U.S. Notes, except for those held by the Federal Reserve 
which it has acquired without trading something of com- 
parable value. 


3. Recall all of those interest-bearing U.S. obligations 
which are held by the Federal Reserve. 


4. Recall all of those interest-bearing U.S. obligations 
which are privately held, and give in exchange new U.S. 
Notes. 


5. Lend to the Federal Reserve and other banking in- 
stitutions whatever monies are necessary for their lending 
operations, taking in return interest-bearing obligations 
which shall bear a reasonable rate of interest, payable 
to the U.S. Treasury. 


There is every reason to believe that an amendment 
along these lines will accomplish the so seriously essential 
recapture of money control by the Congress with a mini- 
mum of financial and economic dislocation. 
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These shocking secret facts and many others about the 
Federal Reserve and its ramifications are documented in 
this book: 

1. The Federal Reserve System is really a privately 
owned central oank, organized for profit and independent 
of all branches of our government. 

2. It is managed by international bankers, mostly 
foreigners, whose names seldom appear publicly and never 
in relation to Federal Reserve matters. Their only interest 
is profit, through government control and money issue. 

3. This insatiable profit appetite has destroyed the 
effectiveness of the Constitution, robbed our people of 
their liberties, created our tremendous central govern- 
ment, and made it a socialist welfare state, which con- 
sciously undermines the morale and morals of each of us 
in order to enslave us more effectively. 

4. These greedy people have managed to: 

(a) Buy all government bonds issued at a price of 
zero, on which they receive some $14 billion in interest 
per year from our taxes. 

(5) Receive more than $3 billion profit from the 
confiscation of privately held gold in 1934 (paid $20.67 
an ounce for it; President Roosevelt immediately boosted 
the price to $35. 00). 

(c) Obtain, as special treatment, freedom from income 
tax on any earnings, including above interest and profits. 

5. The gold in Fort Knox has never belonged to the 
government, which is merely the unpaid custodian. The 
Federal Reserve received gold certificates covering every 
ounce of it. And the international banker dictators have, 
through communist friends at the Bretton Woods Con- 
ference, managed to develop more than twice the claims 
on gold needed to empty Fort Knox to foreign claimants 
overnight. 

6. The names of those who actually own voting stock 
in ihe Federal Reserve have never been divulged, not even 
to the President or Congress. 

7. Federai Reserve is essentially the dictator of this 
country, similar to the Comintern in Russia. 

8. Local commercial bank administrators are largely 
unaware of these facts. It has taken more than 50 years 
to document complete evidence of this fraud. Before the 
gold confiscation act was passed, Rep. Louis T. Mc- 
Fadden (R-Pa.), Chairman of the House Banking and 
Currency Committee, described it as the greatest piece 
of thievery in history. ) 


